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ANNOUNCEMENTS 
33-5750 Interpretation relating to resale of Se- 
curities Issued Pursuant to an Em- 
ployee’s Stock Ownership Plan. The 
Securities and Exchange Commis- 
sion today announced that the Divi- 
sion of Corporation Finance issued a 
letter reversing the position stated in 
Securities Act Release No. 5223, 





January 1, 1972 and Securities Act 
Release No. 5243, April 12, 1972 
regarding the status of securities ac- 
quired pursuant to an Employee's 
Stock Ownership Plan. 


RULES 


The following releases relate to self-regulatory organiza- 
tion rule proposals and/or adoptions. 


34-12874 
34-12877 


34-12879 
34-12880 
34-12881 


34-12886 
34-12887 


33-5749 Disclosure of Certain Replacement 
Cost Data Proposed Amendment of 
Regulation S-X The Securities and 
Exchange Commission hereby pub- 
lishes for comment a revised amend- 
ment to Rule 3-17 of Regulation S-X 





34-12892 The Commission Extended the Com- 
ment Period on Rules Relating to 
Reporting By Certain Issuers That 
File Reports With Other Federal 
Agencies. (File No. 653) (Comment 
Period Expires November 15, 1976) 
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Proposed Amendment of Regulation S-X 


The Securities and Exchange Commission hereby publishes 
for comment a revised amendment to Rule 3-17 of Regula- 
tion S-X [17 CFR 210.3-17]. Rule 3-17(g) was originally 
proposed for comment in Securities Act Release No. 5696 
{41 F.R. 13626], which was issued concurrently with Ac- 
counting Series Release No. 190 (Release Nos. 33-5695, 
34-12240, 35-19437, March 23, 1976 [41 F.R. 13596]) in 
which Rule 3-17(a)-(f) requiring certain replacement cost 
data was adopted. 


As the Commission stated in its original proposal, the rule 
was proposed “because of the imprecise nature of replace- 
ment cost information and its desire to encourage the 
development and disclosure of such information in good 
faith.” The Commission recognizes that it is requiring com- 
panies to disclose data that is not subject to precise 
calculation. It is expected that there will be various ap- 
proaches taken in the preparation and disclosure of replace- 
ment cost data. As with other aspects of the Commission's 
requirements for replacement cost data, the Commission 
will consider the desirability of amending or eliminating the 
proposed rule in light of its experience with the rule. 


The revised rule would make it necessary for a person 
seeking to establish in regard to the presentation of replace- 
ment cost data that there has been an untrue statement of a 
material fact; a statement false or misleading with respect to 
any material fact; an omission to state a material fact 
necessary to make a statement not misleading; or that there 
has been employment of a manipulative, deceptive, or 
fraudulent device, contrivance, scheme, transaction, act, 
practice, course of business, or an artifice to defraud; as 
those terms are used in the Securities Act of 1933, the 
Securities Exchange Act of 1934, or the Public Utility 
Holding Company Act of 1935, or rules and regulations 
thereunder must demonstrate that the data were either (1) 
prepared without a reasonable basis or (2) disclosed in 
other than good faith. The rule would apply to data furnished 
in response to the requirements of Rule 3-17(a)-(f) or as 
further supplemental disclosure. 


Commission Action: The Commission hereby proposes to 
amend § 210.3-17 of Part 210 of 17 CFR, Chapter Il, by the 
addition of subsection (g) as given below. 


PART 210 - FORM AND CONTENT OF FINANCIAL 
STATEMENTS, SECURITIES ACT OF 1933, SECURITIES 
EXCHANGE ACT OF 1934, PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935, AND INVESTMENT COMPANY 
ACT OF 1940 


§ 210.3-17 Current replacement cost information. 


<< * *& kt 


(g) Current replacement cost information disclosed in ac- 
cordance with or supplemental to the requirements of 
§ 210.3-17 shall be deemed not to be an untrue statement 
of a material fact; a statement false or misleading with 
respect to any material fact; an omission to state a material 
fact necessary to make a statement not misleading; or the 
employment of a manipulative, deceptive, or fraudulent 
device, contrivance, scheme, transaction, act, practice, 
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course of business, or an artifice to defraud; as those terms 
are used in the Securities Act of 1933, the Securities 
Exchange Act of 1934, or the Public Utility Holding Com- 
pany Act of 1935, or rules and regulations thereunder; 
unless such information: 


1. Was prepared without a reasonable basis; or 
2. Was disclosed other than in good faith. 


This subsection (g) is applicable for replacement cost 
disclosures made from December 25, 1976 until July 
1, 1978. 


ee & Te 


Some commentators on the original proposal stated that 
they would prefer no rule to the rule as originally proposed. 
The Commission solicits comment on whether it would be 
preferable to have no rule rather than the rule proposed in 
this release. It should be emphasized that the Commission 
has proposed the amended rule because of the nature of 
replacement cost data. The proposed rule should not be 
taken as an indication of what the Commission believes to 
be the appropriate standard in the absence of a rule, or 
what an appropriate safe harbor rule would be for other 
types of disclosures or activities. 


The rule provides that it is applicable only for replacement 
cost disclosures made from December 25, 1976 until July 1, 
1978. The Commission will reconsider the need for a safe 
harbor rule prior to July 1, 1978; however, in the absence of 
affirmative action by the Commission, the rule will expire on 
that date. 


The Commission has proposed the foregoing amendment 


. pursuant to its authority under Section 19(a) [15 U.S.C. 77s] 


of the Securities Act of 1933, Sections 3(b) and 23(a)(1) [15 
U.S.C. 78¢ and 78w] of the Securities Exchange Act of 
1934, and Section 20 [15 U.S.C. 79t] of the Public Utility 
Holding Company Act of 1935. In addition to the definitional 
authority provided therein, Section 19(a) [15 U.S.C. 77s] of 
the Securities Act, Section 23(a)(1) [15 U.S.C. 78w] of the 
Exchange Act, and Section 20(d) [15 U.S.C. 79t] of the 
Holding Company Act specifically provide that no liability 
under those Acts “shall apply to any act done or omitted in 
good faith in conformity” with any rule or regulation of the 
Commission. 


Pursuant to Section 23(a)(2) of the Exchange Act, the 
Commission has considered the effect that the proposed 
amendment would have on competition and is not aware, at 
this time, of any burden that such amendment, if adopted, 
would impose on competition not necessary or appropriate 
in furtherance of the purposes of that Act. However, the 
Commission specifically invites comment as to the anticom- 
petitive effects, if any, the proposal likely would engender. 


All interested persons are invited to submit their views and 
comments on the foregoing proposal, in writing, to George 
A. Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549, on or before November 
12, 1976. Such communications should refer to File No. S7- 
623 and will be available for public inspection. 
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By the Commission. 





George A. Fitzsimmons 


® Secretary 


October 7, 1976 





SECURITIES ACT OF 1933 
(Release No. 33-5750) 
Release No. 5750/October 8, 1976 


INTERPRETATION RELATING TO RESALE OF SECURI- 
TIES ISSUED PURSUANT TO AN EMPLOYEE'S STOCK 
OWNERSHIP PLAN 


The Securities and Exchange Commission today an- 
nounced that the Division of Corporation Finance issued the 
following letter reversing the position stated in Securities Act 
Release No. 5223, January 1, 1972' and Securities Act 
Release No. 5243, April 12, 19722 regarding the status of 
securities acquired pursuant to an Employee’s Stock Own- 
ership Plan (“ESOP”). 


Background 


Rule 144 (17 CFR 230.144), under the Securities Act of 
1933 (the ‘‘Act’’) (15 U.S.C. 77a et seq.), adopted a proce- 
dure relating to the resale of ‘‘securities” acquired directly or 
indirectly from issuers or from affiliates of such issuers in 
transactions not involving any public offering. Rule 144 
permits resales by affiliates* of securities of an issuer and 
resales by other persons of restricted securities of an issuer 
to be made without such persons being deemed to be 
engaged in a distribution and thus be considered underwri- 
ters as defined in Section 2(11) of the Act. Rule 144(a)(3) 
defines “restricted securities” as securities acquired directly 
or indirectly from the issuer thereof, or from an affiliate of 
such issuer, in a transaction or chain of transactions not 
involving any public offering. Subsequent to the adoption of 
Rule 144 questions were raised as to the types of transac- 
tions engaged in by an issuer which would result in the 
issuance of “restricted securities.” In this regard the Com- 
mission took the positions that securities acquired pursuant 
to stock bonus or similar plans were included within the 
Rule 144 definition of “restricted securities.” Accordingly, 
the Division of Corporation Finance, in issuing interpretive 
and “no-action” letters, consistently took the position® that 
common stock acquired by a trustee of an ESOP, from the 
issuer, for allocation, distribution and subsequent sale by 
employees of the issuer would be “restricted securities” for 
purposes of Rule 144. 


In the instant case, the amount of common stock of the 
Company contributed to the ESOP trustee in the first year 
would be less than 0.3 percent of the outstanding common 
stock and the maximum amount distributed to a single 
employee would be eleven shares. In addition, pursuant to 


the Tax Reduction Act of 1975 the trustee must hold the 
common stock until the earlier of seven years or termination 
of employment of the employee. In light of the foregoing 
facts and other facts set forth in the letter, the Commission 
does not believe it in the public interest or in the interest of 
the protection of investors to take the position in this 
situation or any similar situation that ESOP shares in the 
hands of non-affiliate employees are “restricted.” The small 
number of shares which each employee could sell and the 
consequent limited market impact of such sales does not 
warrant requiring the employee to comply with the provi- 
sions of Rule 144. In addition, in many instances, because 
of the limited number of shares to be sold, the cost to the 
employee, assuming a broker would handle the transaction, 
would be disproportionate to the amount received from the 
sale. Therefore, in light of the possible burdens of compli- 
ance and the limited benefits if any, the Commission author- 
ized the Division of Corporation Finance to issue the follow- 
ing letter: 


“Dear Mr. X: 


“This is in response to your letters of July 23, 1976 and 
August 13, 1976 concerning the applicability of the registra- 
tion requirements of the Securities Act of 1933 (the ‘Act’) to 
the Employee Stock Ownership Plan (the ‘Plan’) of 
(the ‘Company’). 





“We understand the facts to be as follows. The Company is 
a publicly-owned corporation whose common stock is regis- 
tered under Section 12(b) of the Securities Exchange Act of 
1934 and is traded on the New York and other national 
securities exchanges and is quoted on the NASDAQ auto- 
mated quotation system. The Plan is intended to qualify as 
a stock bonus plan under Section 401 of the Internal 
Revenue Code of 1954 and as an employee stock owner- 
ship plan under Section 301(d) of the Tax Reduction Act of 
1975. The Trustee of the Plan will be an independent bank 
which will not be affiliated with the Company. 


“The Plan calls for the Company and each of its consoli- 
dated subsidiaries to elect a specified additional amount of 
investment tax credit to be given to their employees. It is 
intended that the Company and its electing subsidiaries will 
issue the Company's common shares to the Plan Trustee. 
Plan members may not contribute to the Plan. An account 
will be maintained for each participant and will be adminis- 
tered by a Plan Committee of the Company. All employees 
of the Company and its participating subsidiaries who had 
compensation paid during the year and who performed a 
minimum number of service hours will be eligible to partici- 
pate. A participant's interest in the shares allocated to his or 
her account will vest and be non-forfeitable at all times. 
Distribution to Plan participants will occur seven years after 
the shares have been credited to a participant’s account or 
upon termination of employment, whichever occurs first. 
Distributions are intended to be made solely in the Com- 
pany’s common stock. Each Plan participant will have the 
right to direct the voting of the shares allocated to his or her 
account. You estimate that the Company's contribution for 
the first year would be less than 0.3 percent of the outstand- 
ing common stock of the Company. In addition, because of 
the seven year holding period, you estimate that less than 
10 percent of the eligible number of employees would be 
able to sell only 22 percent of the average weekly trading 
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volume in the Company’s common stock during the year. 
You opine that such aggregate sales would not have a 
significant impact on the market. 


“You have raised questions relating to the applicability of 
the registration requirements of the Act to the common 
stock contributed to the Plan by the Company, the interests 
in the Plan of eligible employees, and the distributions of the 
Company’s common stock by the Trustee. Based on the 
facts presented, and contingent upon a favorable ruling from 
the Internal Revenue Service concerning the qualification of 
the Plan under Section 401 of the Internal Revenue Code, 
this Division will not recommend any enforcement action to 
the Commission if the Plan is implemented as described, 
without, registration under the Act, in reliance upon your 
opinion as counsel that the transactions are exempt there- 
from. 


“Because this position is based upon representations made 
to the Division in your letter, it should be noted that any 
different facts or conditions might require a different conclu- 
sion. Furthermore, this view only expresses the Division's 
position on enforcement action and does not purport to 
express any legal conclusion on the questions presented. 


“In addition, you have questioned whether or not the 
Company’s common stock distributed to Plan participants 
constitutes ‘restricted securities’ pursuant to Rule 144. The 
Commission has authorized the Division to inform you that, 
in the circumstances of this case, the Commission is of the 
view that Company's shares received by the Trustee from 
the Company would not be ‘restricted securities’ under Rule 
144 when distributed to employees pursuant to the Plan.” 


By the Commission. 


George A. Fitzsimmons 
Secretary 


October 8, 1976 





1 Hereinafter referred to as ‘Rel. No. 5223.” 
2 Hereinafter referred to as “Rel. No. 5243.” 
3 Supra Note 1 at page 1. 


4 Rule 144(a)(1) defines ‘‘affiliate’” of an issuer as a person 
that directly, or indirectly through one or more intermedi- 
aries, controls, or is controlled by, or is under common 
control with, such issuer. 


5 Supra Note 2. 


6 See Geo. A. Hormel & Co. letter (pub. avail. March 2, 
1976); Fisk Electric Company letter (pub. avail. January 6, 
1976); Unionamerican letter (pub. avail. August 25, 1975); 
American Appraisal Associates, Inc. \etter (pub. avail. July 
28, 1975). 
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SECURITIES ACT OF 1933 
Release No. 5751/October 5, 1976 


FOREIGN RESTRICTED LIST 


The Commission has received information that Mercantile 
Bank and Trust Company, Limited, is a corporation with an 
office in Kingstown, on St. Vincent, in the Windward Islands, 
and has been engaged in offering and selling in the United 
States, by means of the use of the mails and the means and 
instruments of transportation and communication in inter- 
state commerce, instruments purporting to be certificates of 
deposit, as well as other instruments appearing to represent 
securities. No registration statements under the Securities 
Act of 1933 has been filed with the Commission covering 
any of these instruments, so that these offers and sales are 
in violation of Section 5 of the Securities Act of 1933. 


Accordingly, the Commission has placed Mercantile Bank 
and Trust Company, Limited on the Foreign Restricted List. 
This is a list of foreign corporations and other entities whose 
securities are being offered in the United States in violation 
of the registration requirements of Section 5 of the Securi- 
ties Act of 1933. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12830/September 24, 1976 


NOTICE OF PROPOSED RULE CHANGE BY NATIONAL 
ASSOCIATION OF SECURITIES DEALERS, INC. (FILE 
NO. SR-NASD-76-8) 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on September 20, 1976, a proposed 
rule change under Rule 19b-4 to add new rule Section 33 to 
Article Ill of the NASD’s Rules of Fair Practice which would 
in general provide the necessary framework to authorize the 
NASD's Board of Governors to adopt rules, regulations and 
procedures for transactions in standardized options in the 
over-the-counter market." 


Publication of the submission is expected to be made in the 
Federal Register during the week of September 27, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-NASD-76-8. 





9 ' 
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Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 “L” Street, 
N.W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





' It would be necessary for the NASD to submit for Commis- 
sion approval any such rules, regulations and procedures 
that may in the future be adopted by the NASD’s Board of 
Governors pursuant to this authority. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12873/October 7, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5749/October 7, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12874/October 7, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
20 Broad Street 
New York, New York 10005 


(SR-NYSE-76-17) 
ORDER APPROVING PROPOSED RULE CHANGE 


On March 11, 1976, the New York Stock Exchange Incorpo- 
rated (“NYSE”) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 (the 
“Act”), as amended by the Securities Acts Amendments of 
1975, and Rule 19b-4 thereunder, copies of a proposed rule 
change to authorize listed issuers to use a single denomina- 
tion stock certificate. The new certificate would not be 
required to have corner engravings denoting or limiting the 
share denomination of the certificate. Instead, the denomi- 
nation would, at the time of issuance, be placed upon the 
certificate using a combination of printing, engraving and 
other safety devices specified in the rule. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12452 (May 14, 1976)) and by publication in 
the Federal Register (41 Fed. Reg. 21257 (May 24, 1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to national securities 
exchanges, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed with 
the Commission on March 11, 1976, be, and it hereby is, 
approved. 


For the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12875/October 8, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 543/October 8, 1976 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 (“Exchange Act”) and the Investment 
Advisers Act of 1940 (‘Advisers Act”) involving: Benjamin 
Levy Securities, Inc. (“Applicant”), a New York corporation 
which has applied for registration as a broker-dealer pur- 
suant to Section 15(b) of the Exchange Act, A. M. V. Capital 
Consultants, Ltd. (“A. M. V.”), a New York corporation 
registered with the Commission as an investment adviser, 
and Michael A. Alpert (‘Alpert’), president and sole share- 
holder of Applicant and A. M. V. The proceedings are based 
upon disclosures made by Applicant that, in December 
1975, Alpert was convicted in a United States District Court 
of offenses which involved the filing of false reports with the 
United States Small Business Administration and a bank, 
the deposits of which were insured by the Federal Deposit 
Insurance Corporation. 


A hearing will be scheduled to take evidence and to afford 
the respondents an opportunity to offer any defenses, and 
to determine whether Applicant's application for registration 
as a broker-dealer should be denied and whether any action 
of a remedial nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12876/October 8, 1976 
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An order has been issued granting the application of Entex, 
Inc. to list its 87/8% mortgage bonds, Series due 2001, on 
the New York Stock Exchange, Inc., effective as of Septem- 
ber 30, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12877/October 8, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE NEW YORK STOCK EXCHANGE 


File No. SR-NYSE-76-50 


The New York Stock Exchange, Inc. submitted on October 
1, 1976 a proposed rule change under Rule 19b-4 to 
provide specific indemnification for members of the Hearing 
Board. 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3)(A)(iii) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of October 11, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Secu- 
rities and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-NYSE-76-50. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
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Release No. 12878/October 8, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (“Exchange Act’) the temporary suspension of over- 
the-counter trading for a ten-day period commencing at 1:50 
p.m. (EDT) on October 8, 1976 and terminating at midnight 
(EDT) on October 17, 1976 of the securities of the following 
issuers which have failed to file with the Commission the 
indicated reports: 


SANITARY CONTROLS, INCORPORATED, 225 
Marcus Boulevard, Deer Park, N. Y. 11729. Annual 
report on Form 10-K for fiscal year ended March 31, 
1976. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully con- 
sider the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Acct, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that ail of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 


If any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, such 
person may petition the Commission that it not renew the 
suspension. Such petition should be filed with the Commis- 
sion in accordance with the procedure set forth in Securities 
Exchange Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12879/October 8, 1976 


In the Matter of 


THE OPTIONS CLEARING CORPORATION 








5950 Sears Tower 
233 S. Wacker Drive 
Chicago, Illinois 60606 


(SR-OCC-76-3) 


ORDER APPROVING RULE CHANGES SUBMITTED BY 
THE OPTIONS CLEARING CORPORATION RELATING 
TO CLEARING MEMBERS’ FINANCIAL RESPONSIBILITY 


On May 25, 1976, the Options Clearing Corporation 
(“OCC”) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the “Act’’), proposed 
changes to OCC Rules 301-308. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, notice of the proposed rule changes was pub- 
lished in the Federal Register (41 Fed. Reg. 23501, June 
10, 1976) and the public was invited to comment thereon. 
Notice of the filing and and invitation for comments also 
appeared in Securities Exchange Act Release No. 34- 
12514, June 3, 1976. By amendments to the filing, OCC 
proposed further changes to Rule 305, and, with respect to 
both Rules 304 and 305, extended the time for Commission 
action on those rules. The amendments were incorporated 
in the OCC submission and included in the public file 


The proposed changes to OCC Rules 301-303 and 306-308 
would establish net capital requirements for Clearing Mem- 
bers which have elected to operate under the alternative net 
capital requirements set forth in paragraph (f) of Rule 15c3- 
1 under the Act, would increase the initial net capital 
requirements for Clearing Member applicants which have 
not so elected, would make certain revisions in OCC’s 
requirements with respect to early warning notices, and 
would conform to Commission usage certain terms used in 
OCC’s net capital rules. 


The Commission has reviewed the proposed changes to 
Rules 301-303 and Rules 306-308 and finds that they are 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered clearing 
agencies. The Commission has not reviewed and makes no 
finding at this time regarding the proposed changes to Rules 
304 and 305. 


iT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed changes to OCC 
Rules 301-303 and 306-308 contained in File No. SR-OCC- 
76-3 be, and hereby are, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12880/October 8, 1976 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 
Chicago, Illinois 60604 


File No. SR-CBOE-76-13 
ORDER APPROVING PROPOSED RULE CHANGES 


On July 1, 1976, the Chicago Board Options Exchange, Inc. 
(the “CBOE’) filed with the Commission, pursuant to Sec- 
tion 19(b) of the Securities Exchange Act of 1934 (the 
“Act’), as amended by the Securities Acts Amendments of 
1975, and Rule 19b-4 thereunder, copies of proposed rule 
changes to amend rules relating to transfer of memberships, 
admission of members, and association with members and 
to prescribe procedures to govern such matters. 


Notice of the proposed rule changes together with the terms 
of substance of the proposed rule changes was given by 
publication of Securities Exchange Act Release No. 12625 
(July 14, 1976) and by publication in the Federal Register 
(41 Fed. Reg. 30750 (July 26, 1976)). On September 28, 
1976, the CBOE made certain technical amendments in the 
proposed rule changes. 


The Commission finds that the proposed rule changes, as 
amended,’ are consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to 
national securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations thereun- 
der.2 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed rule 
changes, as amended, be, and they hereby are, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





1 Rule 3.4(b) provides in part that the CBOE “may deny 
membership to, or condition the membership of, a registered 
broker or dealer if (1) such broker or dealer is unable to 
satisfactorily demonstrate its present capacity to adhere to 
applicable provisions of (i) Sections 15 and 17 of the 
Securities Exchange Act of 1934. .. .” The CBOE does not 
contemplate the imposition of standards of training, experi- 
ence, education, or character based on Rule 3.4. 


Rule 3.5(b) governs in part the extent to which a member 
organization or a person associated with a member organi- 
zation may affiliate with another organization in the securi- 
ties business. It is understood to mean that any member 
organization or any person associated with a member 
organization may associate with or have any financial 
interest in any other organization engaged in the securities 
business unless such association or financial interest has 
been disclosed to and disapproved by the CBOE. 
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2 The Commission's approval of amendments to the rules, 
particularly Rules 3.1, 3.2, and 3.3, is subject, nevertheless, 
to the Commission's review pursuant to Section 31(b) of the 
Securities Acts Amendments of 1975. See, e.g., Securities 
Exchange Act Release No. 12157 (March 2, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12881/October 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-76-21 


The Midwest Stock Exchange, Incorporated (“MSE”) sub- 
mitted on October 1, 1976 a proposed rule change under 
Rule 19b-4 to amend the MSE by-laws to provide option 
trading rules for its proposed entry into options trading. 


Publication of the submission is expected to be made in the 
Federal Register during the week of October 12, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-MSE-76-21. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12882/October 12, 1976 


Orders have been issued granting the application of the 
following companies to list the specified securities on the 
New York Stock Exchange, Inc.: 

Gearhart-Owen Industries, Inc.—common stock, 50¢ 
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par value, Natural Gas Pipeline Co. of America, 
8.20% of first mortgage bonds, series due August 
1986, both effective as of October 1, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12883/October 12, 1976 


A notice has been issued giving interested persons until 
October 21 to request a hearing on applications of the 
Cincinnati Stock Exchange for unlisted trading privileges in 
the securities of the following companies: 

Nicor, Inc.—($5 par); and 


Western Air Lines, Inc.—($1 par) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12884/October 12, 1976 


Admin. Proc. File No. 3-5091 
In the Matter of 


CHARLES STUART & CO., INC., 
STUART HARRIS 
EARL LAPIDES 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


In connection with a proposed public administrative pro- 
ceeding, Charles Stuart & Co., Inc. (“Stuart & Co.”), a 
broker-dealer registered with the Commission pursuant to 
the provisions of Sections 15(b) and 19(h) of the Securities 
Exchange Act of 1934 (“Exchange Act”); Stuart Harris 
(“Harris”) the president and a registered principal of Stuart 
& Co.; and Earl Lapides (“Lapides”) formerly a registered 
principal and a securities salesman for the firm, have 
submitted offers of settlement which the Commission has 
determined to accept. Solely for the purpose of these 
proceedings and any other proceedings pursuant to speci- 
fied sections of the Exchange, Securities, Investment Advis- 
ers, Investment Company and Securities Investor Protection 
Acts, and without admitting or denying the findings herein, 
Respondents consent to the findings and sanctions set forth 
below. 


Accordiiig!y, IT IS ORDERED that proceedings pursuant to 
Sections 15(b) and 19(h) of the Exchange Act be, and they 
hereby are, instituted. 


On the basis of the Order for Proceedings and the Offers of 
Settlement, it is found that Respondents Stuart & Co., Harris 











\ a 


' 


and Lapides wilfully violated Sections 5(a), 5(c), and 17(a) 
of the Securities Act of 1933 (‘Securities Act") and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder, and 
that Respondent Lapides wilfully aided and abetted viola- 
tions of Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 thereunder. 


in addition, it is further found that on April 12, 1976 the 
United States District Court for the District of New Jersey 
entered an Order permanently enjoining Lapides from vio- 
lating Sections 5(a), 5(c), and 17(a) of the Securities Act 
and Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder and from aiding and abetting violations of Sec- 
tion 17(a) of the Exchange Act and Rules 17/a-3 and 17a-4 
thereunder, and on September 7, 1976 the above Court 
entered an Order permanently enjoining Stuart & Co. and 
Harris from violating Sections 5(a), 5(c), and 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder.' 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the Offers of Settlement. 


Accordingly, IT 1S ORDERED that Lapides be, and he 
hereby is, barred from association with a broker-dealer, 
investment company or investment adviser. 


IT iS FURTHER ORDERED that the registration of Stuart & 
Co. as a broker-dealer and as an investment adviser be 
suspended for a period of four (4) months and that Harris be 
suspended from association with any broker-dealer, invest- 
ment adviser, or investment company for a period of four (4) 
months. 


IT 1S FURTHER ORDERED that at the conclusion of their 
suspension periods, as set forth in their offers of settlement, 
Stuart & Co. and Harris will adopt certain operating proce- 
dures and implement a compliance and inspection program 
relating to the trading of securities and the maintenance of 
books and records at the firm. Additionally, should the firm 
and Harris engage in investment services at the termination 
of the suspension period, they will be required to adopt and 
implement a similar compliance program. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





1 SEC v. Rotex International, Inc., et al. 76 Civ. 54 Lapides, 
Stuart & Co., and Harris consented to the permanent 
injunctions. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12885/October 12, 1976 


In the Matter of 


Application for Exemption from Display Requirements 
of Rule 17a-15 


By 


Reuters Limited (‘Reuters’) Toronto Stock Exchange 
(‘TSE’) Combined Market Quotations Ltd. (‘‘Quota- 
tions’) 


Order Granting Exemptions from Display Requirements of 
Rule 17a-15 


Notice is hereby given that the Securities and Exchange 
Commission has granted exemptions to certain vendors 
who dissiminate last sale information outside the United 
States with respect to transactions in certain United States 
securities from Rule 17a-15 (the “Rule”) under the Securi- 
ties Exchange Act of 1934 (the ‘“‘Act”) insofar as the Rule 
reauires, through the operation of plans declared effective 
pursuant to its provisions, that vendor interrogation systems 
display last sale information in accordance with specified 
requirements. The exemptions cover certain requirements 
specified in the Rule and in the joint industry plan for the 
operation of the consolidated transaction reporting system 
filed with and declared effective by the Commission in 
accordance with the Rule (the “Plan’). 


In addition to requiring national securities exchanges, the 
National Association of Securities Dealers, Inc., and certain 
non-member broker-dealers to file plans with the Commis- 
sion for the consolidated reporting of transactions in listed 
securities, the Rule provides that any such plan filed with 
the Commission must contain provisions requiring vendors 
of market information to agree to display last sale informa- 
tion only in accordance with certain requirements, including 
the following: 


The plans also shall require that any person display- 
ing last sale reports [reports of prices and volume of 
all completed transactions] shall agree not to exclude 
such reports based upon the market in which a 
transaction was executed and that any public display 
of selected last sale reports be clearly identified as 
only reporting selected transactions classified as to 
size, category of security, or other criteria. Each such 
composite tape or interrogation system, in displaying 
last sale reports, shall identify the marketplace where 
each such transaction was executed.' 


The display requirements prescribed by the Rule were 
clarified by the Commission in an interpretative release 
issued on March 28, 1975.2 In that release, the Commission 
described the minimum display requirements under the Rule 
as follows: 


Interrogation systems must be able to display the 
most recent last sale price as reported in the consoli- 
dated system, accompanied by, absent an exemption, 
a market identifier indicating the market place in which 
the most recent last sale occurred, and, in addition, 
simultaneously or upon separate inquiry, by some 
non-misleading display of volume.? 


Paragraph (h) of Rule 17a-15 provides that the Commission 
may exempt from the provisions of the Rule, either uncondi- 
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tionally or on specified terms and conditions, any exchange, 
association, broker, dealer, or vendor if the Commission 
determines that 


it is not necessary in the public irterest or for the 
protection of investors that such exchange, associa- 
tion, broker, dealer, vendor, ... be subject to the 
provisions of this Rule. 


Reuters, TSE, and Quotations each have applied for an 
exemption from the display requirements of the Rule and 
the Plan. The Commission finds, consistent with the provi- 
sions of paragraph (h) of the Rule and upon the terms and 
conditions stated herein, that exemptions should be granted 
to these applicants. 


Reuters Limited 


Reuters has requested an exemption for its ‘““Stockmaster” 
interrogation devices presently in use in a number of foreign 
countries.4 Reuters has represented that it is unable to 
modify these machines to comply with the requirement of 
the Rule that last sale reports to be identified by market of 
execution. Reuters has indicated that it is in the process of 
phasing out this equipment and that, if forced prematurely to 
retire these machines from service, it will suffer a significant 
financial loss. Finally, Reuters has indicated that, in a 
number of countries serviced by its “Stockmaster” devices, 
it is the only supplier of last sale information with respect to 
United States securities markets and that, if the “Stockmas- 
ter” devices currently in service were forced to be withdrawn 
at this time, investors in these countries would be deprived 
(at least temporarily) of current last sale information with 
respect to United States securities markets. 


While the Commission believes it is important that displays 
of consolidated last sale reports identify the market of 
execution in order to assure that such reports will not be 
misleading, the Commission has determined that, in light of 
Reuters’ commitment to phasing out its non-complying 
“Stockmaster” equipment, and in light of the potential 
reduction (at least temporarily) in the availability of current 
last sale information with respect to United States securities 
markets to investors in many countries should Reuters be 
forced immediately to withdraw its “Stockmaster” devices 
from service, it is not necessary in the public interest or for 
the protection of investors for Reuters’ “Stockmaster” inter- 
rogation devices currently in use to comply at this time with 
the market identification requirement of the Rule and hereby 
exempts Reuters from that requirement with respect to 
those ‘“Stockmaster’ devices currently in service until De- 
cember 31, 1978; provided that Reuters makes no new 
installation of “Stockmaster” equipment. 


Toronto Stock Exchange 


The TSE has requested an exemption for its Candait | 
system in Canada, until December 31, 1976, from the 
requirement that any person displaying last sale reports not 
exclude such reports based upon the market in which a 
transaction is executed.5 The TSE has indicated that, until 
recently, technical limitations in the Candat | system pre- 
vented it from storing and displaying last sale information 
from all reporting markets. The TSE has indicated, however, 
that the Candat | system can, and will, be modified to 
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comply with the display requirements of the Rule by Decem- 
ber 31, 1976. 


In light of the small number of non-complying Candat | 
interrogation devices currently in service,® and in light of the 
short duration of the relief requested by the TSE, the 
Commission has determined that it is not necessary in the 
public interest or for the protection of investors that the 
Candat | system comply with the display requirements of the 
Rule until December 31, 1976. The Commission therefore 
grants the TSE an exemption for its Candat | interrogation 
devices until that date. 


Combined Market Quotations Ltd. 


Quotations, a wholly-owned subsidiary of GTE !nformation 
Systems, Inc. (“GTE”), has requested an exemption for its 
“Stockmaster” interrogation devices presently in use in 
Canada until December 31, 1978.” Quotations has repre- 
sented that it is unable to modify these devices to comply 
with the requirement of the Rule that last sale reports be 
identified by market of execution. Quotations has also 
indicated that it is in the process of phasing out this 
equipment and that, if forced prematurely to retire these 
machines from service, it will suffer a significant financial 
loss. 


The Commission has determined that, in light of Quotations’ 
commitment to a firm date for phasing out this non-comply- 
ing equipment, it is not necessary in the public interest or for 
the protection of investors that Quotations’ “Stockmaster’ 
interrogation devices currently in use comply at this time 
with the market identification requirement of the Rule and 
hereby exempts Quotations from that requirement with 
respect to those “Stockmaster” devices currently in service 
until December 31, 1978; provided that Quotations makes 
no new installation of “Stockmaster” equipment.® 


IT IS THEREFORE ORDERED, pursuant to paragraph (h) 
of Rule 17a-15, and upon the terms and conditions stated 
herein, that exemptions from the display requirements of the 
Rule, as requested by Reuters, TSE and Quotations, be, 
and they hereby are, granted. 


By the Commission, 


George A. Fitzsimmons 
Secretary 





1 See Rule 17a-15(b):; See also Joint Industry Plan, Sec- 
tions V(b), VIIIif) and (g). 


2 Securities Exchange Act Reiease No. 11317 (March 28, 
1975), 40 FR 15461 (1975). 


3/d. at 2, 40 FR 15462 (1975). 

4 Letters from Lawrence Entel, Assistant House Counsel, 
Reuters Limited, to Bart S. Friedman, Assistant Director, 
Division of Market Regulation, June 4, 1976. 


5 Letters from J. M. Ardron, Director, Computer Systems & 
Pianning, Toronto Stock Exchange, to Bart Friedman, As- 











sistant Director, Division of Market Regulation, April 30, 
1976, and June 18, 1976. 


® Less than half of the interrogation devices in the Candat | 
system display information with respect to transactions in 
New York Stock Exchange listed securities reported in the 
consolidated transaction reporting system. 


7 Letter from D. H. Crawford, General Manager, Combined 
Market Quotations Ltd., to Bart Friedman, Assistant Direc- 
tor, Division of Market Regulation, June 18, 1976. Quota- 
tions also requested an exemption for its Instantquote (an 
electromechanical wall display) devices currently in service 
in Canada. Since those devices display information only 
with respect to transactions in commodities, no exemption 
from Rule 17a-15 is necessary for their continued operation. 


8 The Commission previously granted an exemption until 
December 31, 1978, to GTE, Quotations’ parent company, 
for GTE’s “Stockmaster’ equipment. Securities Exchange 
Act Release No. 12175 (March 8, 1976), 41 FR 10679 
(1976). That exemption was granted on the basis of repre- 
sentations made with respect to GTE’s operations in the 
United States, and did not apply to the activities of corporate 
affiliates of GTE in the United States or elsewhere. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12886/October 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-76-48 


The New York Stock Exchange, Inc. submitted on Septem- 
ber 27, 1976, a proposed rule change under Rule 19b-4 to 
revise age and sponsorship requirements for membership 
and sponsorship requirements for allied membership. 


Publication of the submission is expected to be made in the 
Federal Register during the week of October 18, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-NYSE-76-48. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12887/October 13, 1976 


NOTICE OF EFFECTIVENESS OF A RULE CHANGE BY 
THE MIDWEST SECURITIES TRUST COMPANY (File No. 
SR-MSTC-76-11) 


The Midwest Securities Trust Company (“MSTC”) submit- 
ted, on October 4, 1976, a proposed rule change pursuant 
to Section 19(b)(3) of the Securities Exchange Act of 1934 
and Rule 19b-4 thereunder. The rule change provides for 
an increase in the participants’ monthly service charge to 
cover the additional expenses incurred by MSTC resulting 
from increases in personnel, computer and communications 
equipment, and physical safeguarding facilities. 


The foregoing rule change has become effective pursuant to 
Section 19(b)(3) of the Securities Exchange Act of 1934. At 
any time within sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate the rule 
change if it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of October 18, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-MSTC-76-11. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspection 
at the Securities and Exchange Commission's Public Refer- 
ence Room, 1100 L Street, N.W., Washington, D. C. Copies 
of the filing will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12888/October 13, 1976 


The SEC has announced that the specified securities of the 
following companies have become listed on the following 
exchanges: 


New York Stock Exchange—Phillips Van-Heusen 
Corporation (De), common stock, $1 par value and 
51/4% convertible subordinated debentures, due 
May 15, 1994 (both effective as of August 28, 
1976); and United Energy Resources, Inc. (De), 
common stock, par value $1 per share (effective as 
of October 4, 1976). 


Pacific Coast Stock Exchange—United Energy Re- 
sources, Inc. (De), common stock, par value $1 per 
share (effective as of October 11, 1976). 


American Stock Exchange—Commodore Interna- 
tional Limited, capital shares, U.S. $1 par value 
(effective as of October 10, 1976); Development 
Corporation of America (Fla.), common stock, par 
value $.10 per share and 5% convertible subordi- 
nated debentures, due November 1, 1996 (both 
effective as of October 8, 1976); and New GCC 
Computer, Inc. (name to be changed to Greyhound 
Computer Corp. (Del.), 6% convertible subordinated 
debentures, due August 1, 1986 (effective as of 
October 9, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12889/October 13, 1976 


Administrative Proceeding File No. 3-5051 
In the Matter of 
SHELL INTERNATIONAL FINANCE N.V. 


ORDER GRANTING APPLICATION PURSUANT TO SEC- 
TION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an 
order granting the application of Shell International Finance 
N.V. (“Applicant”), a Netherlands corporation, pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act’), for an exemption from the 
provisions of Section 13 of the 1934 Act. 


It appears to the Commission that the requested exemption 
is not inconsistent with the public interest and the protection 
of investors in view of the fact that there has been no 
trading activity in Applicant's 6'/2% Loan Bonds due 1979 
(the “Bonds”), the only class of securities issued by the 
Applicant which is registered under the 1934 Act; since they 
were admitted to trading on the New York Stock Exchange 
in 1967; the Bonds are guaranteed by Shell N.V. and Shell 
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Petroleum Company Limited; Bondholders can be fully 
informed as to their investment by referring to Royal Dutch’s 
and Shell Transport’s 1934 Act reports; none of the securi- 
ties of the Applicant (other than the Bonds) are held by any 
person other than Royal Dutch and Shell Transport, the two 
parent companies of the Royal Dutch/Shell Group of Com- 
panies. 


The Order is subject to certain conditions, including the filing 
of reports on Form 8-K reflecting the occurrence of any 
event which would affect the rights of Bondholders, disclos- 
ing material changes in the trading activity in the Bonds as 
well as the Commission's reserving jurisdiction to reconsider 
the exemption under certain circumstances. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12890/October 13, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (“Exchange Act’) the termination of the temporary 
suspension of trading effective at midnight (EDT) on Octo- 
ber 17, 1976 of the securities of Orion Capital Corporation 
(“Orion”) and Equity Funding Corporation of America (“Eq- 
uity”). 


The Commission initially suspended trading in the securities 
of Equity on March 28, 1973 because of numerous rumors 
concerning certain operations of Equity that had been 
circulating in the investment community and because of the 
unusual market activity in the company’s securities that 
attended those rumors. 


On March 31, 1976, Orion emerged from proceedings under 
Chapter X of the Bankruptcy Act as the reorganized succes- 
sor to Equity, and, pursuant to a plan of reorganization 
approved and confirmed by the United States District Court 
for the Central District of California, all the securities of 
Equity were cancelled. Pursuant to the order of the court, 
the securities of Equity will hereafter have no value. For 
further information, see Exchange Act release no. 10064 
and 12302. 


On October 12, 1976, securities of Orion were issued to 
various classes of claimants involved in the bankruptcy 
proceedings pursuant to the plan of reorganization, ap- 
proved and confirmed by the court. 


The Commission has determined to not continue the sus- 
pensions of trading in either Orion or Equity beyond mid- 
night (EDT) on October 17, 1976. 


The Commission cautions brokers-dealers, shareholders 
and prospective purchasers that they should carefully con- 
sider the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 











that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D.C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain until such time 
as he has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12891/October 14, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (“Exchange Act’) the single ten day suspension of 
exchange and over-the-counter trading for the period 
commencing at 9:45 a.m. (EDT) on October 14, 1976 and 
terminating at midnight (EDT) on October 23, 1976 of the 
securities of Decair Corporation (‘“Decair’), a Delaware 
corporation with principal executive offices located at Ra- 
mapa Valley Airport, Smith Road, Spring Valley, New York 
10977. 


The Commission ordered the trading suspension at the 
request of the company because of the lack of accurate and 
adequate public information about the company’s financial 
condition. The Commission understands that Decair’s out- 
side Certified Public Accountants have withdrawn their 
opinion as to the financial statements filed with the Commis- 
sion for the company’s fiscal year ended September 30, 
1974 and that Decair’s annual report on Form 10-K for fiscal 
year ended September 30, 1975 was filed with the Commis- 
sion without financial statements. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D.C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker 


or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 


If any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, such 
person may petition the Commission that it not renew the 
suspension. Such petition should be filed with the Commis- 
sion in accordance with the procedure set forth in Securities 
Exchange Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12892/October 14, 1976 


SECURITIES AND EXCHANGE COMMISSION 


RULES RELATING TO REPORTING BY CERTAIN IS- 
SUERS THAT FILE REPORTS WITH OTHER FEDERAL 
AGENCIES. 


Notice of Extension of Comment Period 


On September 3, 1976, the Securities and Exchange Com- 
mission published for comment various proposals relating to 
reporting by certain issuers who file reports with other 
Federal agencies (Release 34-12769; 41 FR 39048). The 
proposed amendments to Rules 13a-13 [17 CFR 240.13a- 
13], 14a-3 [17 CFR 240.14a-3], 14c-3 [17 CFR 240.14c-3], 
and 15d-3 [17 CFR 240.15d-3] and the proposed revocation 
of Rule 13b-1 [17 CFR 240.13b-1] and Form 12-K [17 CFR 
249.312] under the Securities Exchange Act of 1934 [15 
U.S.C. 78a et seq., as amended by Pub. L. No. 94-29 (June 
4, 1975)], if adopted, would require that those registrants 
who currently file copies of their reports submitted to the 
Interstate Commerce Commission, Federal Power Commis- 
sion, Federal Communications Commission and Civil Aero- 
nautics Board as exhibits to annual report Form 12-K and in 
lieu of the information specified in quarterly report Form 10- 
Q [17 CFR 249.308a] instead file reports in full compliance 
with annual report Form 10-K [17 CFR 249.310] and 
quarterly report Form 10-Q and the regulations governing 
such reports. 


The time for submitting comments on this matter expires 
October 15, 1976. However, the Commission has received 
a request for additional time within which to submit such 
comments. Accordingly, the comment period has been 
extended to November 15, 1976. Comments should be 
addressed to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, Washington, D.C 20549. All 
such communications should refer to File No. S7-653. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12893/October 14, 1976 


In connection with the lifting of the trading halt in both the 
Tandy Corp. stock on the NYSE and the options on that 
stock traded on the AMEX, the Commission today an- 
nounced that it had authorized an order of private investiga- 
tion concerning possible insider trading and/or manipulation 
in the stock and listed options of Tandy Corp. In this regard 
the Commission believes that brokers and dealers should 
take special care to determine that customers trading in 
Tandy stock or options or exercising stock options were not 
in possession of material non-public information. In addition, 
it should be noted that Tandy’s exchange offer must be filed 
with the Commission. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19709/October 7, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5749/October 7, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19710/October 8, 1976 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 


(70-5892) 


ORDER AUTHORIZING PROPOSED ESTABLISHMENT 
OF EMPLOYEE STOCK OWNERSHIP PLAN AND ISSU- 
ANCE AND SALE OF COMMON STOCK THERETO AND 
GRANTING EXCEPTION FROM COMPETITIVE BIDDING 


Central and South West Corporation (“CSW”), a registered 
holding company has filed an application-declaration and an 
amendment thereto, with this Commission pursuant to Sec- 
tions 6(a) and 7 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50 promulgated thereunder regarding 
the following proposed transaction. 
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CSW proposes to issue and sell up to, but not exceeding, 
350,000 shares of its authorized and unissued Common 
Stock, par value $3.50 per share (the “Additional Shares”) 
to an Employee Stock Ownership Plan (‘Plan’) which CS 

intends to establish, effective January 1, 1975, pursuant to 
the Tax Reduction Act of 1975 (P. L. 94-12, 89 Stat. 26). 
The Plan would be established for the benefit of employees 
of CSW and of its direct and indirect subsidiaries, Central 
Power and Light Company, CSR Services, Inc., Public 
Service Company of Oklahoma, Transok Pipe Line Com- 
pany, Southwestern Electric Power Company, West Texas 
Utilities Company and of such other future such subsidiaries 
as may be designated by the Board of Directors of CSW. 


CSW states that enactment of the Tax Reform Act of 1976, 
containing provisions amending the definition of “employer 
securities” as used in the Tax Reduction Act of 1975, has 
removed certain practical difficulties toward implementation 
of the Plan as now contemplated. Accordingly, CSW’s 
management and Board of Directors believe that the difficul- 
ties engendered by the prior statutory definition of employer 
securities no longer present a material obstacle to the 
establishment of the Plan. CSW seeks to implement the 
Plan as soon as possible following the enactment of the 
legislation, which in CSW’s case, would mean no later than 
October 15, 1976. 


CSW states that, as now constituted, the Tax Reduction Act 
of 1975 permits a corporation to elect an additional 1% 
investment tax credit on qualified property additions made 
during the period from January 22, 1975 through December 
31, 1976, provided an amount equivalent to the additional 
tax credit is invested in the corporations common stock 
through an employee stock ownership plan. CSW has filed 
a preliminary draft of its proposed Plan as an exhibit to its 
application-declaration. Under this proposed plan, a trust 
would be established to which an appropriate number of 
Additional Shares would be issued and sold by CSW. The 
Tax Reduction Act of 1975 requires that the value of shares 
contributed to the Trust be computed on the basis of the 
average of the closing prices of the contributed stock, as 
reported by a national exchange on which such securities 
are listed, for the twenty (20) consecutive trading days 
immediately preceding the date of transfer or allocation of 
such securities. CSW states that the value of the contrib- 
uted shares will be determined based on the prices re- 
corded during the required twenty day period, on The New 
York Stock Exchange (composite tape). CSW states that its 
qualifying property additions for 1975 and those budgeted 
for 1976 would result in a cumulative additional 1% invest- 
ment tax credit of $3,750,000. Based on this figure and 
assuming a purchase price of $14 a share as determined 
under the statutorily prescribed formula, the trust would 
thereby acquire, for the two years, approximately 268,000 
Additional Shares. The trust would also be empowered to 
periodically purchase Additional Shares with funds gener- 
ated by the dividends said on shares held by it. CSW states 
that it anticipates the purchase of about 12,000 Additional 
Shares by the trust through this medium. CSW states that it 
proposes to issue up to 350,000 Additional Shares to 
provide adequate leeway for the purchase of additional 
shares by the Trust in view of the possibility that the 
purchase price, determined as above, may fall as low as 
$11 or $12 per share. 
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CSW’s management and Board of Directors believe that the 
establishment of the Plan will be beneficial to CSW in that it 
: will provide an additional source of common equity capital at 
an economical cost to CSW. 


In anticipation of establishing such a Plan, CSW has 
amended its charter, effective April 24, 1976, to increase the 
authorized common stock from 56,500,000 to 58,300,000 
shares and to except from pre-emptive rights the issuance of 
stock (a) exclusively to or for the benefit of employees of the 
Corporation or of any corporation of which the Corporation 
owns, directly or through one or more intermediate sub- 
sidiaries, at least 50% of the outstanding voting stock and (b) 
through or in connection with a dividend reinvestment plan. 


CSW requests exception from the competitive bidding re- 
quirements of Rule 50 pursuant to clause (a)(5) thereof. No 
state commission and no federal Commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. Fees, commission and expenses to be paid by or 
incurred by CSW in connection with the proposed transac- 
tion are estimated to total $60,500, including $13,000 in 
counsel fees and $30,000 fees of Plan Trustee. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19666) and no hearing has 
been requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that the application-declaration, 


© as amended, be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is granted and permit- 
ted to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act, 
except that certificates thereunder will be filed quarterly. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19711/October 12, 1976 


THE CONNECTICUT LIGHT & POWER COMPANY 
Seldin Street 
Berlin, Connecticut 06037 


THE HARTFORD ELECTRIC LIGHT COMPANY 
176 Cumberland Avenue 
Hethersfield, Connecticut 06109 


(70-5903) 


NOTICE OF PROPOSED CONSOLIDATION OF CERTAIN 
OPERATIONS OF TWO ASSOCIATED PUBLIC UTILITY 
COMPANIES 


Notice is hereby given that The Connecticut Light & Power 
Company (“CL&P”) and The Hartford Electric Light Com- 
pany (“HELCO”), both of which are wholly-owned pubiic 
utility subsidiaries of Northeast Utilities (“Northeast”), a 
registered holding company, have filed an application with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) designating Section 13(b) of 
the Act and Rules 86, 87, 90 and 91 promulgated thereun- 
der as applicable to the proposed transaction. All interested 
persons are referred to the application, which is summa- 
rized below, for a complete statement of the proposed 
transaction. 


CL&P and HELCO, the two principal Connecticut operating 
subsidiaries of Northeast, propose to reorganize and con- 
solidate their various regional utility operation functions. 
Under the proposed plan, CL&P will provide regional em- 
ployee and related support services to HELCO within the 
respective service areas of HELCO, pursuant to a service 
contract (“Service Contract”). The proposal is basically an 
electric plan which accommodates the present gas opera- 
tions of the two companies on an interim basis pending 
resolution of ongoing divestiture proceedings (HCAR No. 
19576). 


The proposed consolidation of Northeast’s Connecticut op- 
erations is designed to further realize benefits anticipated 
from the 1966 affiliation of CL&P, HELCO and Western 
Massachusetts Electric Company (“WMECO”) as operating 
subsidiaries of Northeast. That affiliation contemplated cer- 
tain cost savings and improvements in efficiencies through 
the centralization of various staff services. The basic mana- 
gerial objective underlying such holding company structure 
was to realize all advantages from integrated operations 
consistent with state and local regulatory requirements and 
the advantages of full authority and responsibility at the 
local operational level. 


At present, CL&P and HELCO operate separately at the 
local level. Both companies serve customers in sections of 
Connecticut where the other company serves a larger 
number of customers, necessitating in some instances 
duplication of facilities and personnel. In addition, due to 
variations in the size of the present districts and divisions 
(measured by the number of customers served) there are 
substantial variations, both between CL&P and HELCO and 
within their respective organizations, in the number of 
personnel assigned to such areas and in the division of 
responsibilities among division and district personnel. 


The proposed reorganization contemplates the division of 
Northeast’s Connecticut operations into five operating Re- 
gions, each of which will be under the direction of a 
Regionai Vice President who will be an officer of both CL&P 
and HELCO. Northeast’s Massachusetts operations will 
continue to be conducted by WMECO and will constitute a 
sixth Region. Each Region is to be divided into three 
Districts, and customers will be served from one or more 
Area Work Centers within the District. Each Regional Vice 
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President will be responsible for all non-production and non- 
construction activities carried out within the Region and will 
supervise the District Manager of each district within the 
Region as well as overseeing officers with region-wide 
responsibility for personnel, community relations, customer 
services and operations. The District Managers will be 
responsible for energy consulting services, customer ac- 
counting (such as meter reading and collectors), appliance 
service, building maintenance and stores. The Area Work 
Centers will be the basic geographical units responsible for 
construction, operation and maintenance of the distribution 
system, and maintenance of the transmission system. In 
addition to these primary duties the Area Operating Super- 
intendent will direct technical, operating, clerical, vehicle 
maintenance and meter support groups. 


Within the District organization, the District Manager will be 
responsible for those functions that are direct customer 
services, while the Area Operating Superintendent will be 
responsible for the operation and maintenance of the distri- 
bution system. It is anticipated that such arrangements will 
place administrative authority and responsibility for all daily 
decisions directly affecting both customer services and 
operations at the lowest practical level and under the 
supervision of individuals with skills in these specific areas. 


The Regional organization has been established to provide 
administrative direction and control over the total range of 
District functions—both customer services and distribution 
operations—for a major segment of the system companies’ 
service areas; and to provide certain staff services, such as 
distribution planning and the operation of customer service 
centers, for several Districts in a more cost-effective manner 
than would be possible if these activities were performed by 
each District individually. The establishment of a Regional 
management function also provides a means of coordinat- 
ing and directing the combined customer service and distri- 
bution activities. 


CL&P and HELCO also anticipate future cost savings for 
personnel and facilities. It is estimated that completion of 
the proposed consolidation will permit the elimination of 
approximately 140 positions. Approximately 65 of these 
positions have already been eliminated through attrition. It is 
anticipated most of the planned personnel reductions will be 
realized at the present area work center level and will be 
distributed proportionately among the various job classifica- 
tions at that level. It is estimated that, based upon salary 
and employee benefit levels for 1976, the companies have 
realized payroll and related expense savings of approxi- 
mately $1,400,000 by virtue of staff reductions already 
effected. The companies also state that additional annual 
savings of approximately $1,500,000 may be realized upon 
completion of the proposed consolidation. It is projected that 
savings from the elimination of the need for duplicate 
regional and district office facilities will amount to 
$13,500,000 over the next eight years but savings of only 
$6,020,000 through 1999. 


Where services performed by CL&P can be identified as 
being performed specifically for HELCO, the cost of such 
services will be charged directly and solely to HELCO. 
Where a service is performed in part for each company, the 
cost of such service will be allocated between the two 
companies and charged in part to each. 
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Direct costs, such as wages and salaries of employees, cost 
of vehicle operations and the cost of materials and supplies, 
will, to the extent practicable, be separately recorded and 
identified by the use of appropriate source documents. 


Charges for CL&P’s regional, district or other employees 
who are simultaneously performing services for both CL&P 
and HELCO or for use of certain common facilities where it 
is impracticable to separately record and identify individual 
time or use charges will be allocated between the compa- 
nies on the basis determined to be most fair and equitable. 
In instances in which allocation of charges is necessary, 
several different bases for allocation will be used in connec- 
tion with different types of services performed by CL&P for 
HELCO. Charges for services provided by the offices of the 
Regional Vice President, District Manager, Energy Consult- 
ing Services, Community Relations, Personnel and Building 
Maintenance will be allocated on the basis of the previous 
year’s gross operating revenues for each company from 
operations within the respective region or district. Service 
charges for services performed by the Customer Service 
Center, Customer Information Center, the Office of Appli- 
ance Service and the Office for Customer Billing and 
Accounting will be allocated on the basis of each company’s 
total number of customers for the previous year within the 
appropriate region or district. Charges for services rendered 
by the Offices of Regional Superintendents, Area Opera- 
tions, Transportation and Stores will be allocated on the 
basis of each company’s gross utility plant in service for the 
previous year within the appropriate region or district. It is 
also stated that in some instances some other method of 
allocation will prove to be more fair and equitable than any 
of the foregoing methods; if such an occasion should arise 
the appropriate alternative method will be used. 


Under the proposed reorganization there will be a single 
regional organization structure in Connecticut, all of the 
employees of which will be on or transferred to the payroll of 
CL&P. CL&P will enter into a service contract with HELCO 
to provide for the performance of the necessary operations 
and services for HELCO by CL&P’s employees and for the 
payment of the costs thereof by HELCO. The intercompany 
accounting for such services will not materially vary from the 
manner in which HELCO presently is charged for services 
performed in its service areas by others. Services per- 
formed within or for a HELCO service area by a regional 
employee with related indirect expense (e.g., pension and 
unemployment compensation expenses, fringe benefits) 
would be directly charged to the appropriate accounts 
identifying HELCO as the recipient thereof. Cost compo- 
nents relating to the use of tangible personal property within 
the service areas of either CL&P or HELCO generally would 
be allocated on the basis of usage of such property within 
such areas. 


No present transfers of title to real estate or other property 
from HELCO to CL&P are contemplated in connection with 
the performance of such services. 


It is stated that the proposed service contract between 
CL&P and HELCO does not require the approval of any 
state commission but may be subject to the jurisdiction of 
the Connecticut Public Utilities Central Authority. No other 
State commission and no Federal commission, other than 
this Commission has jurisdiction over the proposed transac- 
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tion. A statement of the fees and expenses to be incurred in 
connection with the proposed transaction will be filed by 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 5, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the filing which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon the 
applicants at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the application, as filed or as it may be amended, may be 
granted effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19712/October 13, 1976 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 01581 


(70-5897) 


ORDER APPROVING PROPOSED CAPITAL CONTRIBU- 
TION BY HOLDING COMPANY TO SUBSIDIARY 


New England Electric System (“NEES”), a registered hold- 
ing company and New England Power Company (“NEP”), 
an electric utility subsidiary of NEES, have filed an applica- 
tion-declaration and an amendment thereto with this Com- 
mission pursuant to Sections 9(a), 10 and 12(b) of the 
Public Utility Holding Company Act of 1935 (‘Act’) and 
Rules 42(a), 42(b)(2) and 45 promulgated thereunder re- 
garding the following proposed transaction. 


NEES proposes to make a capital contribution to NEP in an 


* oi amount up to $20,000,000. NEP will apply the funds re- 


ceived from said capital contribution toward the payment of 
a like amount of its short-term promissory notes issued ro 
pay for capitalizable expenditures or to reimburse its treas- 
ury therefor. NEP presently has $34,000,000 of short-term 
promissory notes outstanding and expects that such notes 
will aggregate approximately $40,000,000 at the time of the 
proposed capital contribution. 


No fees or expenses are to be paid in connection with the 
proposed transactions except that New England Power 
Service Company, an affiliated service company, will render 
incidental services to the transaction at an aggregate actual 
cost of not more than $500. No state or federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (HCAR No. 19681), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public-interest 
and in the interest of investors and consumers that said 
application-declaration, as amended, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permit- 
ted to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19713/October 13, 1976 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 02722 
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(70-5388) 


ORDER AUTHORIZING PROPOSED SALE OF SUBSIDI- 
ARY'S SECURITIES FROM ONE SUBSIDIARY TO A SEC- 
OND SUBSIDIARY AND PROPOSED ASSUMPTION OF 
BANK LOAN AND FIRST MORTGAGE BOND OBLIGA- 
TIONS IN CONNECTION THEREWITH AND GRANTING 
EXCEPTION FROM COMPETITIVE BIDDING 


Eastern Utilities Associates (“EUA”), a registered holding 
company, and its electric utility subsidiary companies, 
Blackstone Valley Electric Company (“Blackstone”), Brock- 
ton Edison Company (“Brockton”), Fall River Electric Light 
Company (‘Fali River’) and Montaup Electric Company 
(“Montaup”), have filed post-effective amendments to their 
application-declaration, as previously filed and amended in 
this proceeding with this Commission pursuant to Sections 
6(b), 9(a), and 10 of the Public Utility Holding Company Act 
of 1935 (‘Act’) and Rule 50 promulgated thereunder re- 
garding the following proposed transactions. 


EUA has proposed a series of transactions designed to 
effect the transfer of Blackstone’s proportionate ownership 
in the securities of Montaup, the EUA system generating 
company, to Brockton, with the result that Brockton will 
thereafter own 87.87% of Montaup. Fall River, EUA’s other 
electric utility subsidiary, will own 12.13% of Montaup’s 
securities under the proposed arrangement. 


As a preliminary step in the proposed transfer of Black- 
stone’s Montaup securities, Blackstone was authorized to 
enter into an agreement with Citibank, N.A. (’Citibank 
Agreement’). Under the Citibank Agreement, Blackstone 
has borrowed $15,000,000 from Citibank, issuing its note to 
Citibank in that principal amount, bearing interest at 115% 
of the base rate in effect at Citibank from time to time and 
secured by a lien on Blackstone’s Montaup securities. 
Assuming a base rate of 7%, the effective cost of the 
borrowing would be 8.05%. The note to Citibank originally 
had a maturity of October 16, 1975, but it has been 
extended to mature on October 15, 1976 (HCAR No. 18606, 
October 16, 1974 and HCAR No. 19208, October 10, 1975). 
Terms of the loan from Citibank include provisions that it 
may be assumed by Brockton. Blackstone used the pro- 
ceecs of the loan to reduce open account advances from 
EUA. 


It is now proposed that the final step in the transfer of the 
Montaup securities be effected. The following table illus- 
trates the amount of Montaup securities to be transferred 
from Blackstone to Brockton. 


The Montaup preferred stock has a preference on liquida- 


Total Outstanding 





Principal 





tion but not as to dividends. Each share of Montaup’s 
preferred stock has 1000 times the voting power as a share 
of Montaup’s common stock but the Montaup common and 
preferred shares have paid dividends at an equal rate on a 
per share basis. Because of the voting provisions, the 
shares transferred represent 32.96% of the voting power. All 
of the voting power will remain in the EUA System. 


Brockton proposes to purchase Blackstone’s Montaup secu- 
rities (Subject to the lien under the Citibank Agreement) for 
cash in an amount equal to the cost thereof to Blackstone 
($23,100,000) plus an amount equal to Blackstone’s equity 
as of the calendar month next preceding such purchase in 
(a) the unappropriated retained corporate earnings of Mon- 
taup ($1,746,828 as of June 30, 1976) and (b) Montaup’s 
equity in the undistributed unappropriated earnings of cer- 
tain electric generating companies in which Montaup owns 
stock ($202,041 as of June 30, 1976). (These figures are 
based on Blackstone’s current 21.08% equity ownership of 
Montaup). The purchase price to be paid by Brockton will be 
reduced by (i) the principal amount of Blackstone's obliga- 
tions under the Citibank Agreement and the related note, 
which Brockton will assume ($15,000,000) and (ii) the 
principal amount of Blackstone’s outstanding First Mortgage 
and Collateral Trust Bonds ($9,196,000) (‘Blackstone 
Bonds”), as to which Brockton will assume the obligations of 
Blackstone as to the payment of principal and interest. Upon 
Brockton’s assumption of the obligations under the Citibank 
Agreement, the maturity of the related note will be extended 
to October 21, 1979 and Brockton will reimburse Blackstone 
in cash the amount of the commitment fee which was paid 
by Blackstone in connection with the Citibank Agreement 
($97,083). Brockton will also reimburse Blackstone for un- 
amortized debt expense less premium applicable to the 
Blackstone Bonds. Brockton will maintain, while the note to 
Citibank remains outstanding, a $100,000 balance in an 
account with Citibank. 


Applicants-declarants request an exception from the com- 
petitive bidding requirements of Rule 50 under the Act in 
connection with the assumption by Brockton of Blackstone's 
obligations with respect to the Blackstone Bonds pursuant 
to Rule 50(a)(5). 


The Department of Public Utilities of the Commonwealth of 
Massachusetts has approved the proposed acquisition by 
Brockton of Blackstone’s Montaup securities and the pro- 
posed assumption by Brockton of obligations of Blackstone 
in connection with that acquisition. No other state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. The 
record is incomplete with respect to fees and expenses to 
be incurred in connection with the proposed transactions 


To Be Transferred % Transferred 








Principal 
Amount Amount 
Montaup Capital Shares (000's) Shares (000's) 
Debenture Bonds — $ 65,600 —_ $13,068 19.92 
Preferred Stock 15,000 $ 1,500 5,000 $ 500 33.30 
(a) Common Stock 461,000 $ 55,345 95,320 $11,481 20.74 
Total $122,445 $25,049 
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Due notice of the filing of said application-declaration, as 
amended by said post-effective amendments, has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR Nos. 19682 and 19689), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application-declaration, as further amended by said post- 
effective amendments, be granted and permitted to become 
effective. 


IT |S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as further amended by said post-effective amend- 
ments, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act and 
subject further to the reservation of jurisdiction over fees 
and expenses previously ordered in this proceeding. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9474/October 12, 1976 


In the Matter of 


CENTRAL STATES, SOUTHEAST AND SOUTHWEST 
AREAS PENSION FUND 

8550 West Bryn Mawr Avenue 

Chicago, Illinois 60631 


(812-4026) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTIONS 6(c) and 6(e) OF THE ACT FOR EXEMPTION 
FROM SECTION 7 AND OTHER PROVISIONS OF THE 
ACT 


ORDER PURSUANT TO SECTIONS 6(c) and 6(e) OF THE 
ACT GRANTING TEMPORARY EXEMPTION FROM SEC- 
TION 7 AND OTHER PROVISIONS OF THE ACT PEND- 
ING FINAL DETERMINATION OF APPLICATION 


NOTICE IS HEREBY GIVEN that Central States, Southeast 
and Southwest Areas Pension Fund (‘Applicant’) has filed 
an application on September 10, 1976 and an amendment 
thereto on September 24, 1976 for an order of the Commis- 
sion pursuant to Sections 6(c) and 6(e) of the Investment 
Company Act of 1940 (‘Act’): (1) for an order of exemption 
from, in whole or in part, Sections 7, 8, 10(e), 13(a), 15(a), 
15(c), 16, 17(a), 17(d), 17(g), 18, 21(a), 24(b), 30, 31 and 
32 of the Act until the earlier of March 31, 1977 or the final 
administrative determination by the Internal Revenue Serv- 
ice (“IRS”) of Applicant's status under Internal Revenue 
Code (‘Code’) Section 401, as described below; and (2) for 
an immediate interim order of temporary exemption from, in 
whole or in part, Sections 7, 8, 13(a), 15(a), 15(c), 16, 17(a), 
17(d), 17(g), 18, 24(b), 30, 31 and 32 of the Act pending the 
final determination of the application by the Commission. All 
interested persons are referred to the application on file with 
the Commission for a statement of the representations 
made therein, which are summarized below. 


Applicant states that it was formed in 1955 as an Illinois 
multi-employee trust to administer an employee benefit plan 
which now includes approximately 380,000 active and 
71,000 retired members and their dependents of local 
unions of the International Brotherhood of Teamsters, 
Warehousemen, Chauffers and Helpers of America, which 
are affiliated with the Central Conference of Teamsters, the 
Central Drivers Council, and the Southeast Conference of 
Teamsters (collectively, “Conferences’”’). 


Applicant has not registered as an investment company 
under the Act in reliance upon Section 3(c)(11) of the Act 
which states that an employees’ pension trust which meets 
the requirements for qualification under Code Section 401 is 
not an investment company. However, Applicant states that 
it was informed by letter dated June 25, 1976 that the IRS 
Chicago District Director (‘District Director”) had concluded 
that Applicant did not constitute a qualified trust under Code 
Section 401 during the period from February 1, 1965 
through Applicant's taxable year ended January 31, 1975. 
Applicant represents that it intends to administratively ap- 
peal this decision. Applicant further states that on Septem- 
ber 20, 1976 it filed with the District Director a request for a 
determination letter that Applicant is a qualified Code Sec- 
tion 401 trust for the period beginning February 1, 1976. 


Applicant further states that, as of January 31, 1976, it had 
the following assets: 





Approximate Percent of Allocable Percent of 

Category of Assets Value Gross Assets Income Gross Income 
I. Cash $ 145,000,000 10.27% $ 8,000,000 9.09% 
I. Government Securities 7,000,000 0.50% 300,000 0.34% 
Nil. Real Estate 169,000,000 11.98% (3,000,000) (3.40%) 
IV. Real Estate Mortgages 835,000,000 59.18% 76,700,000 87.16% 
V. Securities 193,000,000 13.68% 6,000,000 6.81% 
Vi. Other 62,000,000 4.39% -0- 0.00% 
TOTALS $1,411,000,000 100.00% $88,000,000 100.00% 
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Applicant represents that the category Real Estate 
Mortgages includes over 700 real estate mortgage loans, and 
that it has placed a temporary moratorium on making new 
real estate loans although it continues to fund existing 
mortgage loan commitments. 


Applicant states that on or about April 1, 1976 it entered into 
separate investment management agreements with five 
banks and one banking affiliate (collectively “banks’’) to 
provide separate custody and discretionary management of 
Applicant's assets aggregating $200,000,000 and that the 
banks are: American National Bank and Trust Company of 
Chicago, Chicago, Illinois; Chemical Bank, New York, New 
York; The Cleveland Trust Company, Cleveland, Ohio; 
Crocker Investment Management Corporation, San Fran- 
cisco, California; Equibank, N.A., Pittsburgh, Pennsylvania 
(“Equibank’’); and National Bank of Georgia, Atlanta, Geor- 
gia. 


Applicant represents that, because of its unresolved status 
under Code Section 401, the banks are uncertain as to the 
legality of their continuing management of Applicant's as- 
sets in light of Section 15 of the Act, which, as discussed 
below, in part prohibits a person from serving as an invest- 
ment adviser of an investment company except pursuant to 
a written contract which has been approved by the vote of a 
majority of such company’s outstanding voting securities. 


Applicant further states that Equibank resigned as an in- 
vestment manager on or about August 25, 1976. In addition, 
Applicant asserts its belief that without the relief requested, 
the banks will cease managing Applicant's assets. 


Section 6(c) of the Act provides in part that the Commission 
by order upon application may conditionally or uncondition- 
ally exempt any person or transaction from any provision or 
provisions of the Act if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


Section 6(e) of the Act provides that if, in connection with 
any rule, regulation, or order under this section exempting 
any investment company from any provision of Section 7, 
the Commission deems it necessary or appropriate in the 
public interest or for the protection of investors that certain 
specified provisions of this Act pertaining to registered 
investment companies shall be applicable in respect of such 
company, the provisions so specified shall apply to such 
company, and to other persons in their transactions and 
relations with such company, as though such company were 
a registered investment company. 


Request for Immediate Interim Exemption 


Applicant requests, pursuant to Section 6(c) and 6(e) of the 
Act, an immediate interim exemption, retroactively from the 
date of filing of this application until the final determination 
of this application, from Sections 7, 8, 13(a), 15(a), 15(c), 
16, 17(a), 17(d), 17(g), 18, 24(b), 30, 31 and 32 of the Act. 


Section 7 of the Act in part prohibits certain operations in 
interstate commerce by or on behalf of any investment 
company not registered under the Act. Applicant contends 
that an exemption from Section 7 is appropriate during the 
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time period specified because, although not registered un- 

der the Act, it has agreed, in consideration of the issuance 

of the requested orders, that during and with respect to the & 
term of such orders, the Applicant, its investment managers, 

and all other persons in their transactions with or on behalf 

of the Applicant shall comply with the terms and conditions 

of the temporary order and all provisions of the Act from 
which no exemption is sought. 


Section 8 of the Act in part prescribes the procedure for 
registration under the Act. Applicant contends that an ex- 
emption from Section 8 is appropriate in relation to any 
exemption granted from Section 7. 


Section 13(a) of the Act in part prohibits an investment 
company, unless authorized by vote of the majority of its 
outstanding voting securities, from effecting certain changes 
in its classification, investment policy or its business. Appli- 
cant believes that an exemption from Section 13(a) is 
necessary because it has no voting securities, and appropri- 
ate because its trust agreement specifies its method of 
operation. 


Section 15(a) in part prohibits a person from serving as an 
investment adviser to an investment company except pur- 

suant to a written advisory contract which has been ap- 

proved by the vote of a majority of the outstanding securities 

of the company. Applicant represents that an exemption \ 
from Section 15(a) is necessary because, although the 

banks allegedly serve pursuant to written contracts, Appli- 

cant has no voting securities. 


Section 15(c) in part requires any advisory contract with an 
investment company having a board of directors to be 
approved by the vote of a majority of the directors who are 
not parties to such contract. Applicant alleges that under 
trust law only trustees or their agents can contract for 
Applicant, and therefore all of its trustees are parties to such 
contract. Accordingly, Applicant asserts that a partial ex- 
emption from Section 15(c) is necessary to the extent that a 
Trustee may be deemed to be a party to an advisory 
contract solely because the Board of Trustees as a body, or 
persons designated by the Board of Trustees as a body, 
have executed or caused to be executed an advisory 
contract on behalf of Applicant. 


Section 16 of the Act in part provides that except for the 
filling of certain vacancies on a board of directors, no person 
can serve as a director of an investment company unless 
elected by shareholders. Applicant states than an exemp- 
tion from Section 16 is necessary because it represents that 
the exclusive method for the selection of its Trustees is 
specified in its Trust Agreement. 


Section 17(a) of the Act generally prohibits any affiliated 
person of an investment company or an affiliated person of 
such person from selling to such company or buying from 
such company any security or other property, or borrowing 
money or other property from such company, unless an 
order upon application is granted under Section 17(b). An 
affiliated person is defined in Section 2(a)(3) of the Act to 
include any person directly or indirectly controlling, con- 
trolled by, or under common control with, such other person. 
Control is defined by Section 2(a)(9) of the Act to mean the 








power to exercise a controlling influence over the manage- 
ment of a company, unless such power is solely the result of 
an official position with such company, and is presumed to 
exist by reason of the beneficial ownership of more than 
25% of a company’s voting securities. Applicant states that 
an exemption from Section 17(a) to the extent below 
indicated is necessary because it believes it is impossible to 
determine with any degree of certainty all persons who 
might be affiliated persons, or affiliated persons of such 
persons, in the context of control of a pension trust and the 
organizations, including employee organizations such as the 
Conferences and local unions and their officers, who have a 
factual relationship with Applicant. Moreover, Applicant 
points out that, as a pension fund, it is subject to the 
Employee Retirement Income Security Act of 1974 (“ER- 
ISA”) which, it alleges, has comprehensive provisions regu- 
lating fiduciary relationships and transactions with ‘parties 
in interest,” and to the Code regarding transactions by a 
trust seeking to meet the qualifications of Code Section 401. 
Applicant asserts that these protections, plus the limited 
duration of the requested order, afford a basis for an 
exemption from Section 17(a) of the Act so as to permit the 
consummation, without the prior requirement of an applica- 
tion under the Act, of any transaction (1) in which the terms 
of the transaction are reasonable and fair to the Applicant 
and do not involve overreaching by the other party to the 
transaction; and (2) which is not a prohibited transaction 
under Section 406' of ERISA, unless exempt under Section 
408 of ERISA. 


Section 17(d) of the Act and Rule 17d-1 thereunder in part 
prohibit any affiliated person of an investment company or 
any affiliated person of such person acting as principal to 
effect any transaction in which such company is a joint or 
joint and several participant unless an application for an 
order is granted permitting such transaction. Applicant con- 
tends that it requires relief from Section 17(d) because, as 
stated above, it believes it is impossible to identify all 
affiliated persons and affiliated persons of such persons. 
Applicant represents that such exemption is appropriate 
because of the limited duration of the requested order, and 
because the requested exemption from Section 17(d) of the 
Act, which would permit participation by Applicant in any 
such transaction without the prior filing of an application, 
would relate only to a transaction (1) in which the participa- 
tion by the Applicant is not on a basis less advantageous 
than that of the other participant; and (2) which is not a 
prohibited transaction under ERISA Section 406, unless 
exempt under ERISA Section 408. 


Section 17(g) of the Act and Rule 17g-1 thereunder in part 
prescribe bonding requirements for certain officers and 
employees of an investment company. Applicant states that 
the amount of bond which would be required under the Act 
for an investment company with assets equivalent to Appli- 
cant’s assets would be $1,500,000. Applicant represents 
that ERISA Section 412, with which it states it is in compli- 
ance, requires every fiduciary of a pension plan who han- 
dies funds or other property of a plan to be bonded to an 
amount equal tc 10% of the amount of funds handled up to 
a maximum bond of $500,000. Applicant contends that an 
exemption from Section 17(g) is necessary, because of the 
difficulty in obtaining further bonding for the limited duration 
of the requested orders, and appropriate because of its 
compliance with ERISA Section 412. 


Section 18 of the Act regulates the capital structure of an 
investment company, and requires in paragraph 18(i) that 
management companies issue voting securities. Applicant 
states that an exemption from Section 18 is appropriate 
because it believes that the purpose of Section 18 is to 
promote and preserve a sound financial structure, and that 
such protections are provided by ERISA's fiduciary and 
funding requirements. 


Section 24(b) of the Act in part makes unlawful, with certain 
exceptions, the distribution of advertisements, pamphlets, 
circulars, form letters or other sales literature in connection 
with a public offering unless copies of such sales literature 
are filed with the Commission. Applicant represents that 
exemption from Section 24(b) is appropriate because it 
believes that such provisions are intended to apply in the 
context of a registered public offering of securities, rather 
than to the creation of interests in Applicant for its various 
participants. 


Section 30 of the Act and rules thereunder mandate the 
filing of certain periodic and other reports with the Commis- 
sion and the distribution of reports to company shareholders 
not less frequently than semi-annually. Applicant submits 
that an exemption from Section 30 is necessary because to 
subject it to reporting requirements in addition to those 
imposed by ERISA would be unduly burdensome. Applicant 
submits that such exemption is appropriate because it 
agrees to furnish the Commission, upon request, copies of 
any and all reports, schedules, records, analyses and 
financial statements produced and maintained by either the 
Applicant or its custodian bank relating to the Applicant's 
assets, investments, purchases or sales of securities, mort- 
gage loans, or renewals or revisions thereof; and it consents 
to Commission examination of all Applicant's records. 


Section 31 and rules thereunder in part require investment 
companies and certain other persons to maintain prescribed 
books and records. Applicant alleges an exemption from 
Section 31 is appropriate because it maintains extensive 
internal records pursuant to ERISA and agrees that such 
records will be subject to Commission examination. 


The matter has been considered by the Commission, and it 
is found that, in view of the circumstances set forth above, 
the granting of an immediate interim order exempting Appli- 
cant from the aforementioned Sections of the Act, retroac- 
tively from September 10, 1976 until the final determination 
of this application by the Commission, is appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. 


Furthermore, the Commission deems it appropriate in the 
public interest and for the protection of investors that all 
provisions of the Act pertaining to registered investment 
companies from which Applicant is not specifically ex- 
empted pursuant to this order shall apply to Applicant, and 
to other persons in their transactions and relations with 
Applicant, as though Applicant were a registered investment 
company. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 6(c) 


and 6(e) of the Act, that the application for a temporary 
order effective September 10, 1976 and until the final 
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determination of this application by the Commission, ex- 
empting Applicant from, in whole or in part, to the extent 
requested, Sections 7, 8, 13(a), 15(a), 15(c), 16, 17(a), 
17(d), 17(g), 18, 24(b), 30, 31 and 32 of the Act, be and 
hereby is granted, provided that: (1) the exemption from 
Section 17(a) shall not apply to any transaction in which the 
terms are not reasonable or fair to Applicant or which 
involves overreaching by the party to the transaction other 
than Applicant, or which is a prohibited transaction under 
ERISA Section 406, unless exempt under ERISA Section 
408; (2) the exemption from Section 17(d) shall not apply to 
any transaction in which the participation by Applicant is on 
a basis less advantageous than that of the other participant, 
or which is a prohibited transaction under ERISA Section 
406, unless exempt under ERISA Section 408; (3) Applicant 
shall furnish to the Commission, upon request, copies of 
any and all reports, schedules, records, analyses and 
financial statements produced and maintained by either 
Applicant or its custodian bank relating to Applicant's as- 
sets, investments, purchases or sales of securities, mort- 
gage loans, or renewals or revisions thereof; (4) the Com- 
mission, or any member or representative delegated by the 
Commission, shall have the right to conduct, at any time 
and from time to time, such reasonable periodic, special, or 
other examinations, as the Commission may prescribe, of 
all records the Applicant maintains; and (5) during the term 
of this Order, Applicant, its investment managers, and all 
other persons in their transactions with or on behalf of the 
Applicant shall be subject to and comply with (a) all provi- 
sions of the Act, and rules and regulations thereunder, from 
which no exemption has been granted, as though Applicant 
were a registered investment company, and (b) the terms 
and conditions of this order. 


Request for Subsequent Order 


Applicant further requests, pursuant to Sections 6(c) and 
6(e) of the Act, that it be exempted by a subsequent order of 
the Commission, retroactively from April 1, 1976, the date 
on or about which Applicant entered into investment man- 
agement agreements with the banks, until the earlier of 
March 31, 1977 or the final IRS administrative determination 
of Applicant's status under Code Section 401, from all the 
foregoing Sections of the Act for the reasons and subject to 
the terms and conditions set forth above, and also from 
Sections 10(e) and 21(a) of the Act. 


Section 10(e) of the Act provides the manner for filling 
vacancies of directors where more than 60% of remaining 
directors would be “interested persons” under the Act. 
Applicant states that an exemption from Section 10(e) is 
necessary because its Trust Agreement provides the exclu- 
sive method for filling vacancies among its Trustees, and 
that method is inconsistent with the provisions of Section 
10(e). 


Section 21(a) of the Act in part prohibits an investment 
company from lending money in contravention of investment 
policies recited in its registration statement or reports filed 
under the Act. Applicant asserts that an exemption from 
Section 21(a) is necessary because it has not filed any 
registration statements or reports with the Commission in 
which its investment policies are recited. Applicant states 
that it has made loans in the past and may make future 
loans; and while it has instituted a temporary moratorium on 
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new real estate loans, it may fund existing real estate loan 
commitments and could make other loans. 


Applicant states that because of its pending request for eo 
IRS redetermination of its status under Code Section 401, 
and because of the limited duration of the requested subse- 
quent order, the requested exemptions, on the terms and 
conditions above set forth, are appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 8, 1976, at 5:30 p.m., submit 
to the Commission in writing, a request for a hearing on the 
matter, accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address stated 
above. Proof of such service (by affidavit or in case of an 
attorney-at-law by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application may be issued as of course 
following said date, unless the Commission thereafter or- 
ders a hearing upon request or upon the Commission's own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





1 ERISA Section 406 generally prohibits a fiduciary from 
knowingly causing a plan to engage in certain transactions 
involving a party in interest, or employer security or real 
property, or the fiduciary. ERISA Section 408, in part, 
provides that the Secretary of Labor may establish an 
exemption procedure from Section 406 and authorizes 
certain transactions, notwithstanding the provisions of Sec- 
tion 406, provided that certain statutory standards are 
satisfied. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9475/October 13, 1976 


In the Matter of 


CONNECTICUT GENERAL LIFE INSURANCE COM- 
PANY 








CG VARIABLE ANNUITY ACCOUNT | 


r VARIABLE ANNUITY ACCOUNT Il 


and 


CG EQUITY SALES COMPANY 
Hartford, Connecticut 06152 


(812-3904) 
ORDER PURSUANT TO SECTION 11 OF THE ACT 


Connecticut General Life Insurance Company (“CG Life”), a 
Connecticut stock life insurance company, CG Variable 
Annuity Account | (“VAA-I”) and CG Variable Annuity Ac- 
count li (“VAA-il’), separate accounts of CG Life registered 
under the Investment Company Act of 1940 (‘Act’) as unit 
investment trusts, and CG Equity Sales Company (“Equity 
Sales’), the principal underwriter of VAA-| and VAA-II 
(collectively referred to as “Applicants”), filed an application 
on February 2, 1976, and an amendment thereto on March 
30, 1976, pursuant to Section 11 of the Act for an order 
approving a certain offer of exchange. 


On September 8, 1976, a notice of the filing of the applica- 
tion was issued (Investment Company Act Release No. 
9433). The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course, unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested order is appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, that the 
proposed exchange offer be approved. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Re ease No. 9476/October 14, 1976 


In the Matter of 

INVESTORS DIVERSIFIED SERVICES, INC 
IDS LIFE VARIABLE ANNUITY FUND A 
IDS LIFE VARIABLE ANNUITY FUND B 


and 


q ' Ips LIFE INSURANCE COMPANY 


IDS Tower 
Minneapolis, Minnesota 55402 


(812-4025) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11(a) OF THE ACT FOR AN ORDER APPROVING AN 
OFFER OF EXCHANGE 


NOTICE IS HEREBY GIVEN that Investors Diversified 
Services, Inc. (“IDS”), IDS Life Variable Annuity Fund A 
(“Fund A”), IDS Life Variable Annuity Fund B (“Fund B”), 
and IDS Life Insurance Company (“IDS Life”) (hereinafter 
collectively referred to as the “Applicants”) have filed an 
application on September 3, 1976 under Section 11(a) of 
the Investment Company Act of 1940 (the “Act’) for an 
order approving an offer of exchange. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein 
which are summarized below. 


IDS, which is registered with the Commission as a broker- 
dealer and investment adviser, owns substantially all of the 
outstanding capital stock of IDS Life, a stock life insurance 
company organized under the laws of the state of Minne- 
sota. Fund A and Fund B are separate accounts of IDS Life 
which are registered under the Act as open-end diversified 
management investment companies. Fund B offers individ- 
ual variable annuity contracts to purchasers under certain 
tax-qualified plans and Fund A offers individual variable 
annuity contracts to other purchasers. IDS and IDS Life 
serve as investment advisers to, and IDS Life serves as 
principal underwriter for, Funds A and B. 


IDS also serves as investment adviser to and principal 
underwriter for IDS Bond Fund, Inc., IDS Growth Fund, inc., 
IDS New Dimensions Fund, Inc., IDS Progressive Fund, 
Inc., Investors Mutual, Inc., Investors Selective Fund, Inc., 
Investors Stock Fund, Inc., and Investors Variable Payment 
Fund, Inc., (collectively referred to as the “investors Funds”) 
which are registered as open-end investment companies 
under the Act. IDS Cash Management Fund, inc. is also 
advised by IDS but is not affected by this application. 


Exchange Offer 


Fund A and Fund B fund certain variable annuity contracts 
offered by IDS Life, including an individual single payment 
immediate combination (i.e., fixed and variable) annuity (the 
“contract’). IDS Life assesses certain acministrative and 
sales charges for the contracts. For contracts funded by 
Fund A, these charges range from 2% of the first $15,000 
payment for administrative fees and 6% for sales charges tc 
.5% for administrative charges and 1.5% for sales charges 
of any payment over $75,000. Charges on contracts funded 
by Fund B range from 2% of the first $1,500 payment for 
administrative charges and 13% for sales charges to .5% for 
administrative charges and 1.5% for sales charges of any 
payment over $76,000. 


Under the terms of the proposed exchange offer, sharehold- 
ers of the Investors Funds may exchange their shares for an 
individual single payment immediate combination variable 
annuity funded by either Furid A or Fund 6 and receive a 
reduction in the sales charges normally assessed by !DS 
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Life. Thus, an Investors Fund shareholder who redeems his 
shares and utilizes the proceeds therefrom to purchase a 
single payment immediate combination variable annuity 
funded by Fund A or Fund B will pay the same administra- 
tive charges but a sales charge of 1.5% of the first $25,000, 
1% of the next $25,000, .5% of the next $25,000 and .25% 
of amounts over $75,000. A chaige will also be mude for 
any applicable state premium taxes. 


Section 11 


Section 11(a) of the Act provides, in relevant part, that it 
shall be uniawful for any registered open-end company or 
any principal underwriter therefor to make or cause to be 
made an offer to the holder of a security of such company or 
of any other open-end investment company to exchange his 
security for a security of the same or another such company 
on any basis other than the relative net asset values of the 
respective securities to be exchanged, unless the terms of 
the offer have first been submitted to and approved by the 
Commission. Since the proposed transaction is an offer of 
exchange made at other than net asset value, Applicants 
request Commission approval of the terms of the exchange 
offer. 


Applicants request an order pursuant to Section 11 to permit 
the sale of IDS Life of individual single payment immediate 
combination variable annuity contracts funded by Fund A or 
Fund B at a reduced sales load of a maximum of 1.5% of 
the first $25,000 payment declining to .25% of any payment 
over $75,000 to persons utilizing proceeds from the re- 
demption of shares held in the Investors Funds. 


Applicants represent that exchanges of Investors Fund 
shares for the contracts will not be solicited by sales 
represeritatives of IDS Life and/or IDS and that stringent 
compliance standards and procedures described in the 
application will be implemented to assure that such ex- 
changes are suitable. Applicants represent that it is neces- 
sary and desirable to compensate their sales representa- 
tives who aid in the processing of any exchange from the 
Investors Funds into an immediate variable annuity. They 
further represent that the commissions specified in the 
application are appropriate to compensate the field repre- 
sentative for the amount of time, effort and actual cost 
involved in servicing the purchaser’s needs in the typical 
exchange case. 


Applicants submit that the granting of the requested order is 
necessary or appropriate in the public interest and consist- 
ent with the protection of investors and the purposes fairly 
intended by the policy and the provisions of the Act. 


NOTICE iS FURTHER GIVEN that any interested person 
may, noi later than November 9, 1976 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter, accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20548. A copy of such request shall be 
served peisonally or by mail upon Applicants at the address 
stated above. Proof of service (by affidavit, or in case of an 
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attorney at law, by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following November 9, 1976 unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s ow!) motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponement thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9477/October 14, 1976 


In the Matter of 


FEDERATED EXCHANGE FUND 
(A California Limited Partnership) 
421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


(812-3987) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTIONS 2(a)(19), 
2(a)(3), AND 22(e) OF THE ACT. 


On August 31, 1976, a notice was issued (Investment 
Company Act Release No. 9422) of an application filed on 
July 15, 1976, and amended on August 30, 1976, by 
Federated Exchange Fund (A California Limited Partner- 
ship) (the “Fund” or ‘“Applicant’), registered under the 
Investment Company Act of 1940 (the “Act’”) as an open- 
end, diversified, management investment company, for an 
order, pursuant to Section 6(c) of the Act, exempting the 
Applicant from certain provisions of Sections 2(a)(19), 
2(a)(3) and 22(e) of the Act. Said notice was revised, in 
part, on September 14, 1976 (investment Company Act 
Release No. 9436). 


The notices gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
requested exemptions are necessary or appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 








the requested exemptions from the provisions of Sections 


ranted, effective forthwith, subject to the various undertak- 


2(a)(19), 2(A)(3) and 22(e) of the Act be, and hereby are, 


ings and conditions to which Applicant, in its application and 


as set forth in the notices, consented. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENTS ACT OF 1940 
Release No. 543/October 8, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12875/October 8, 1976 








LITIGATIONS 





Litigation Release No. 7605/October 8, 1976 


UNITED STATES v. E. JOHN WENTLAND, ET AL. 
1.D. Case No. 76-107-CR-T-H 


John L. Briggs, United States Attorney for the Middle District 
of Florida, Jule B. Greene, Administrator of the Atlanta 
Regional Office, and William Nortman, Associate Adminis- 
trator of the Miami Branch Office of the Securities and 
Exchange Commission announced that a Federal Grand 
Jury at Tampa, Florida has returned a 40 count indictment 
on mail fraud and conspiracy charges in an alleged $4.3 
million promissory note-land scheme. The indictment 
charges that E. John Wentland, a director of Stuart-Martin 
Development Corp., Inc. (“Development Corp.”); Wallace 
White, Chief Executive Officer and sole stockholder of the 
firm; Charles White, the firm's Executive Vice President; 
William White, a real estate broker with Martin County 
Properties, Inc.; David Edstrom of Fort Lauderdale, Presi- 
dent of SEI, Inc., an association of mortgage brokers and 
Lane Hartwell of Stuart, an SEI director, engaged in a 
scheme to fraudulently induce investors to make invest- 
ments in promissory notes collateralized by parcels of land 
owned by Development Corp. and with repayment guaran- 
teed by Development Corp. when in fact Development Corp. 


did not own the land free and clear and Development Corp. 
had no income and no reasonable likelihood of repaying the 
notes as they fell due. It was further charged that the 
defendants misrepresented facts concerning, among other 
things, the background and experience of Development 
Corp. and its officers; the use of proceeds, and the value of 
the unimproved land. If convicted, the defendants face five 
years imprisonment and a fine of $1,000 on each count of 
mail fraud and 5 years imprisonment and a fine of $10,000 
on the count of conspiracy. 


The indictment is a product of a joint investigation con- 
ducted by the Securities and Exchange Commission, the 
U.S. Postal Inspection Service and the Justice Department. 


On April 25, 1974 the Commission filed a civil injunctive 
action entitled SEC v. Continental Land Management Cor- 
poration, et al. against Lane Hartwell, E. Jonn Wentland and 
others. In the Commission's action the defendants Hartwell 
and Wentland consented to the entry of permanent injunc- 
tion without admitting or denying the allegation of the 
Commission's complaint. 


On December 27, 1974 the Commission filed a civil injunc- 
tive action entitled SEC v. LTP Properties, Inc., et al. 
against David Edstrom and others. In the Commission's 
action the defendant Edstrom, without admitting or denying 
the allegations in the complaint, consented to the entry of 
permanent injunction. (For further information see Litigation 
Releases 6339, 6659, 6484, 6664, and 7068). 





Litigation Release No. 7606/October 8, 1976 


SEC v. HUGHES OIL & GAS, INC. ET AL. 
(N.D. TEX.) (CA4-76-284) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission today 
announced that on Friday, October 1, 1976, a civil injunctive 
complaint was filed in federal district court at Fort Worth, 
Texas, against Hughes Oil & Gas, Inc., Bobby F. Hughes, 
Energy Industrial Development, Inc. and Jack L. Deaton, all 
of Fort Worth, Texas; William C. Lawson, Ringgold, Texas; 
Ronnie O. Crews, Irving, Texas; and Kenneth M. Wilson, 
Arlington, Texas. 


The complaint alleges violations of the registration and 
antifraud provisions of the federal securities laws in connec- 
tion with the offer and sale of fractional undivided working 
interests in oil and gas leases located in Eastland and Paio 
Pinto Counties, Texas, issued by Hughes Oil & Gas, inc. 
and Energy Industrial Development, Inc. 


The complaint also alleges that in connection with the offer 
and sale of such fractional undivided working interests 
numerous misrepresentations and omissions of materiai 
facts were made. Such alleged misrepresentations included 
statements as to the background and experience of the 
companies and their officers, the financial condition of the 
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companies, and undisclosed methods of compensation to 
persons associated with Hughes Oil & Gas, Inc. 





Litigation Release No. 7607/October 12, 1976 


SEC v. REAL International U.S.A., Inc., et al. 
(E.D. Va., Alex. Div., Civil Action No. 75-887-A) 


Paul F. Leonard, Administrator of the Washington Regional 
Office, today announced that on September 30, 1976, the 
Honorable Albert V. Bryan, Jr., United States District Court 
Judge for the Eastern District of Virginia, Alexandria Divi- 
sion, entered a Final Judgment permanently enjoining Peter 
D. Leslie of Montreal, Quebec, Canada. 


The order to which the defendant consented, without admit- 
ting or denying the allegations of the Commission's Com- 
plaint, permanently enjoins him from further violations of the 
antifraud and registration provisions of the Securities Act of 
1933 and the antifraud provisions of the Securities Ex- 
change Act of 1934 in connection with the offer and sale of 
securities in the form of investment contracts, namely inter- 
ests in Spanish real property variously coupled with rental- 
management, leaseback and repurchase agreements mar- 
keted by REAL International U.S.A., Inc., REAL Interna- 
tional North America, Univest Resources, Ltd., and REAL 
International Holding Co., or any securities of any other 
issuer. 


The Complaint alleged that the defendant made false and 
misleading statements, including that REAL International 
Holding Company had a long and successful history of 
development, building and management of resort proper- 
ties; that rental income from the properties in question 
averaged 15-20% yearly; and that REAL International Hold- 
ing Co. and affiliates owned the properties which it sold to 
investors. 


For further information see Litigation Release Nos. 7217, 
7427, 7448 and 7494. 





Litigation Release No. 7608/October 13, 1976 


SEC v. JOHN C. SPENCER and WILLIAM J. HAMILTON 
(N.D. Ga. 76-1588) 


Jule B. Greene, Administrator of the Atlanta Regional Office 
of the Securities and Exchange Commission, announced 
the filing of a complaint in the United States District Court 
for the Northern District of Georgia, at Atlanta, on Septem- 
ber 27, 1976, seeking preliminary and permanent injunc- 
tions against John C. Spencer (“Spencer”) and William J. 
Hamilton (“Hamilton”) both of Atlanta, Georgia. 
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The Commission's complaint charges Spencer and Hamil- 


fraud provisions of the Securities Act of 1933 and anti-frau 


ton with violations of the registration requirements and ug 


provisions of the Securities Exchange Act of 1934 in the 
offer and sale of the promissory notes of Roy D. Warren 
Realty Company, Inc. (“Warren”), a now defunct Atlanta 
company. The defendants are charged with making misre- 
presentations concerning, among other things, the financial 
condition of Warren and the purpose of the legend on the 
notes restricting them to Georgia residents. 





Litigation Release No. 7609/October 13, 1976 


SEC v. KIMM OILS, INC., ET AL. 
(W/D La.) (Cl-761063) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission today 
announced that on October 6, 1976, Federal District Judge 
Ben C. Dawkins, at Shreveport, Louisiana, entered an order 
of permanent injunction by consent against Kimm Oils, Inc., 
Gerald Kimmell, individually and d/b/a Kimmell-Kimmeli 
Joint Venture and Kimm Oil Company, Shreveport, and 
Foye Kimmell, individually and d/b/a Kimmell-Kimmell Joint 
Venture and Kimm Oil Company, Vivian, Louisiana, enjoin- 
ing them from violations of the registration and antifraud 
provisions of the federal securities laws in connection with 
the offer and sale of fractional undivided working interests in 
oil and gas leases located in Young County, Texas, and 
Sabine Parish, Louisiana, issued by Kimm Oils, Inc. 


The defendants consented to the entry of the order of 
permanent injunction without admitting or denying the alle- 
gations in the Commission's complaint which was also filed 
on October 6, 1976. 


The Commission’s complaint alleges that in connection with 
the offer and sale of such fractional undivided working 
interests numerous misrepresentations and omissions of 
material facts were made by the defendants. Such alleged 
misrepresentations included statements as to the back- 
ground and experience of Kimm Oils, Inc. and its officers, 
the financial condition of Kimm Oils, Inc. and undisclosed 
methods of compensation to persons associated with Kimm 
Oils, Inc. 





Litigation Release No. 7610/October 13, 1976 


SEC v. JERRY FIELDS 
CV 76-3167-RJKUSDC C.D. Cal 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission, an- 








nounced that on October 7, 1976, the Commission filed a 


istrict of California naming Jerry Fields of Los Angeles, 


a complaint in the United States District Court for the Central 


alifornia, as defendant. Mr. Fields is charged with viola- 
tions of Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder. 


The complaint charged that Fields, a director of Petrolane, 
Inc., a Long Beach, California based diversified company, 
and the President of Petrolane’s Mark C. Bloome Division, 
violated the federal securities laws by utilizing confidential, 
non-public information obtained as a member of Petrolane’s 
board of directors and its acquisition committee, to purchase 
securities for his own account and for the account of a 
relative, between September 24, 1976, when Petrolane’s 
acquisition committee decided to recommend acquisition or 
substantial investment in Gray Tool Co. at an effective price 
per share of $28-$32, and September 28, 1976, when 
Petrolane publicly announced its intention to attempt to 
acquire Gray Tool Co. On September 29, 1976, Petrolane 
announced that it planned a tender offer for Gray Tool Co. 
shares at a price of $30 per share. 


The complaint seeks to enjoin Fields from further violations 
of the anti-fraud provisions of the federal security laws and 
an order of the court directing Fields to disgorge all illegal 
profits which he may receive as the result of his Gray Tool 
Co. purchases. 





Litigation Release No. 7611/October 14, 1976 


SECURITIES AND EXCHANGE COMMISSION v. DOUG 
FRANK DEVELOPMENT CORPORATION, et al. 

United States District Court for the District of Columbia) 
(Civil Action No. 76-1900) 


The Securities and Exchange Commission today an- 
nounced the filing of a Complaint in the United States 
District Court for the District of Columbia seeking injunctive 
and ancillary relief against Doug Frank Development Corpo- 
ration (“DFDC"), Western Properties Limited Partnership 
(“WPLP”), DFD Equity Limited Partnership (“DFD 1971”), 
DFD 1973 Limited Partnership (“DFD 1973"), Douglas E. 
Frank (“Frank”) and Michael H. Folb (‘‘Folb’’). 


The Commission also announced that the Court entered 
Judgments of Permanent Injunction restraining and enjoin- 
ing DFDC, WPLP, DFD 1971, DFD 1973, Frank and Folb 
from further violations of the anti-fraud provisions of the 
Securities Exchange Act of 1934 (“Exchange Act’) and of 
the Securities Act of 1933 (“Securities Act”) and ordering 
certain other relief. All of the defendants consented to the 
entry of the Court’s Judgments and Orders without admitting 
or denying the allegations in the Commission’s Complaint. 


The Commission's Complaint alleges various violations of 
Section 17(a) of the Securities Act, Section 10(b) of the 
Exchange Act and Rule 10b-5 promulgated thereunder 
against all of the defendants in connection with a series of 


transactions beginning in 1971. The Complaint alleges that 
Frank, who was President and a director of DFDC, and 
Folb, who was Executive Vice President and a director of 
DFDC, caused DFDC to embark in 1971 on a program of 
organizing public real estate limited partnerships with the 
intention of offering for sale one such public limited partner- 
ship per year. Thereafter, Frank, Folb and DFDC, which 
served as general partner to each of the partnerships, 
organized DFD 1971 in 1971, WPLP in 1972 and DFD 1973 
in 1973. 


The Complaint alleges that Frank, Folb and DFDC caused 
each of the above limited partnerships to file registration 
statements and other reports with the Commission which 
were materially false and misleading. In this regard, it is 
alleged that none of the registration statements disclosed, 
among other things, that Frank, Folb and DFDC were 
engaged in an improper course of business by which the 
funds of DFD 1971 and WPLP were wrongfully withdrawn 
by them and used for the benefit of DFDC and other DFDC 
related limited partnerships. The Complaint alleges that 
Frank, Folb and DFDC, in breach of their fiduciary duties, 
improperly and wrongfully took approximately $3,800,000 
from WPLP between 1972 and 1974 pursuant to such 
course of business. 


Further, the Commission’s Complaint alleges that the au- 
dited financial statements of DFDC and WPLP for the fiscal 
years ended December 31, 1972 and December 31, 1973 
were materially false and misleading. In this connection, 
among other things, it is alleged that these financial state- 
ments failed to disclose fully and fairly that funds were 
wrongfully taken from WPLP for purposes unrelated to 
WPLP'’s business. In addition, certain accounts of both 
entities were materially misstated and there was no disclo- 
sure that inconsistent accounting principles were used in the 
preparation of the WPLP financial statements for 1972 and 
1973. 
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ACCOUNTING SERIES 
Rélease No. 198/October 8, 1976 


In the Matter of 


LEIGH A. VERLEY 
P.O. Box 189 
Laramie, Wyoming 


ORDER ACCEPTING RESIGNATION FROM COMMIS- 
SION PRACTICE AS AN ACCOUNTANT 


Information has come to the attention of the Commission 
concerning Leigh A. Verley (‘“Verley”), a Certified Public 
Accountant with offices at Laramie, Wyoming. Verley, in or 
about June, 1973, on behalf of Polaris Mining Company 
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(“Polaris”), a Utah corporation, permitted his name and 
status as a public accountant to be used in connection with 
the financial statements of Polaris which statements were 
false and misleading. Without any independent verification, 
Verley permitted financial information about Polaris to be 
transcribed onto his letterhead stationary. 


Verley has agreed to resign from practicing or appearing 
before the Commission as a Certified Public Accountant, 
provided that three years from the date of this order, he may 
apply for reinstatement of his privilege to appear and 
practice before the Commission. Such application shall be 
granted if he has enrolled and attended a total of 40 hours 
or more of professional seminars or college courses dealing 
with the securities laws and generally accepted accounting 
principles and auditing standards during each year of the 
three year period, and nothing has occurred during the 
period that would be a basis for adverse action against him 
under Rule 2(e). Verley has also agreed that he will not 
participate in profits derived from matters coming before the 
Commission. 
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In these circumstances we deem it appropriate and in the 
public interest that Verley’s resignation be accepted. 


Accordingly, IT |S ORDERED that the resignation of Leigh 
A. Verley from practicing or appearing before the Commis- 
sion, be and it hereby is accepted, provided that three years 
from the date of this order, he may apply for reinstatement 
of his privilege to appear and practice before the Commis- 
sion. Such application shall be granted if he has enrolled 
and attended a total of 40 hours or more of professional 
seminars or college courses dealing with the security laws 
and generally accepted accounting principles and auditing 
standards during each of the three year periods, and 
nothing has occurred during the period that would be a 
basis for adverse action against him under Rule 2(e) of the 
Commission's Rules of Practice. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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